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,QWKLVFKDSWHU , ZLOOH[SOLFDWH-/0DFNLH·V´HUURUWKHRU\µDERXWPRUDOLW\ ZKLFKKH





























WKDWWKH\DUH WUXH EXWLQWKHVHQVHWKDWDOPRVWDQ\RQHZLOOUHDGLO\DJUHHWKDWWKH\DUH KLV










IHDWXUHV²EHLQJXQQDWXUDO XQVFLHQWLÀF RUTXHHU²EXWWKLVLVQRGHIHFW 2UPD\EHPRUDOLW\






LGLRV\QFUDWLF WKLQJVWRQRWHDERXWWKHZD\, DPXVLQJWKLVWHUPLQRORJ\ )LUVW WKHDQWL
UHDOLVW·VFUXFLDOFODLPQHHGQRWEHDERXWWKHQRQH[LVWHQFHRIHOHPHQWVRIPRUDORQWRORJ\
6KHPD\FODLPWKDWVRPHHOHPHQWVRIPRUDORQWRORJ\²PRUDOIDFWV SURSHUWLHV VWDQGDUGV
SURSRVLWLRQV RUZKDWHYHU²GRQ·WH[LVW 3HUKDSVWKLVLV LQKHUYLHZ WKHGHIHFWRIPRUDO





PD\ DOWHUQDWLYHO\ FODLPWKDWPRUDOUHDOLW\RYHUODSVZLWK VD\ QDWXUDOLVWLFHOHPHQWVRIWKH





6HH HJ 0RRUH  +XHPHU  6KDIHU/DQGDX  %ULQN  %DODJXHU  DQG%R\G
7KLVGLVWLQFWLRQLQNLQGVRIDQWLUHDOLVPLVHVSHFLDOO\LPSRUWDQWLQRUGHUIRUDQXQGHUVWDQGLQJRI6FKLIIHU·V SRVLWLRQ








WREHDERXW VRLWPDNHVQRVHQVHWRWDONRIPRUDOEHOLHI 7KHVHSKLORVRSKHUV, ZLOOFDOO
¶QRQFRJQLWLYLVWVDERXWPRUDOGLVFRXUVH· IRUVKRUW ¶QRQFRJQLWLYLVWV·
7KHUHLVRQHLPSRUWDQW SHUKDSVLGLRV\QFUDWLF WKLQJWRQRWHDERXWWKHZD\, DPXVLQJ
¶FRJQLWLYLVP· WKHUHDUHURXJKO\WZRZD\VWREHDFRJQLWLYLVW )LUVW RQHPLJKWFODLPWKDW
PRUDOWKRXJKWV²WKHSV\FKRORJLFDODWWLWXGHVWKDWDUHH[SUHVVHGE\SHRSOH·VPRUDOMXGJPHQWV








GHVLUH 2QWKLVYLHZ ZKHQHYHUVRPHRQHVLQFHUHO\LVVXHVDFRPPDQG WR VD\ VKXWWKHGRRU




6HH HJ 6HH HJ 0RRUH  +XHPHU  6KDIHU/DQGDX  %ULQN  %R\G  DQG6FKLIIHU 







W\SH 3XWDQRWKHUZD\ DVDPDWWHURIDEVROXWHPHWDSK\VLFDOQHFHVVLW\ LIVRPHRQHFRP
PDQGVWKDWWKHGRRUEHVKXW WKHQVKHEHOLHYHVWKDWWKHGRRULVQRWVKXW 6RPHRQHVLPSO\





TXHVWLRQ UHVXOWLQJLQIRXUSDFNDJHVRIYLHZV UHDOLVWFRJQLWLYLVP DQWLUHDOLVWFRJQLWLYLVP




VXEVHFWLRQ, H[SODLQKLVPDMRUWKHVHV WKHSDUWVRIKLVSRVLWLRQWKDW DV, VHHLW SOD\WKH
ELJJHVWUROHLQVKDSLQJKLVRYHUDOOPHWDHWKLFDOYLHZ ,QWKHQH[WVXEVHFWLRQ , SUHVHQWVRPH
RIKLVPLQRUWKHVHV FODLPVWKDWSOD\OHVVRIDUROH EXWDQLPSRUWDQWRQHQRQHWKHOHVV
, FDQGLVFHUQWKUHHPDMRUWKHVHVLQ0DFNLH·V (WKLFV ,QYHQWLQJ5LJKWDQG:URQJ KHUH
DIWHU (,5:XQOHVVRWKHUZLVHQRWHG FLWDWLRQVLQWKLVFKDSWHUDUHWR (,5: ZKLFKKHVXP
PDUL]HV VRPHZKDWVSRUDGLFDOO\ LQYDULRXVSODFHV +HZULWHV








&RQVLGHU ÀUVW WKHRQWRORJLFDOFODLP ,WLVWKLVFODLPWKDWÀ[HV0DFNLHDVDQDQWLUHDOLVW






DPDQQHUDVSRVVLEOH , DYRLGWKLVQDWXUDOLQWHUSUHWDWLRQ ,QDGGLWLRQ , ZRXOGOLNH7KHVLV LQ







RIDIIDLUV PRUDOSURSRVLWLRQV PRUDOVWDQGDUGV" ,WLVP\RSLQLRQWKDWWKHUHLVQRFOHDU
GHWHUPLQDWHDQVZHUWRWKLVTXHVWLRQ +RZHYHU 0DFNLHVXJJHVWVWKDWREMHFWLYHYDOXHVZRXOG
KDYHWREHSURSHUWLHV , UHWDLQWKLVVXSSRVLWLRQWKURXJKRXWWKLVZRUN















7KHGLVFRXUVHWKHVLV KRZHYHU GRHVQRWGHFLGHZKHWKHU LQ0DFNLH·VYLHZ PRUDOWKRXJKWV
FRQWDLQ DVSDUWV EHOLHIVLQREMHFWLYLW\ RUZKHWKHUWKHVHEHOLHIVDUHPHUHO\QHFHVVDULO\WLHG
SHUKDSVDVDPDWWHURIJHQHUDOSV\FKRORJLFDOODZZLWKPRUDOWKRXJKWV
&RQVLGHUWKHIROORZLQJZD\VRIÀOOLQJRXW0DFNLH·VYLHZ WKH\FRUUHVSRQGWRWKHWZR
ZD\VRIEHLQJDFRJQLWLYLVWWKDW, SUHYLRXVO\DWWHPSWHGWRH[SODLQ 2QWKHÀUVWZD\ HDFK
PRUDOMXGJPHQWMXVWLVWKHH[SUHVVLRQRIDEHOLHIWKDWDQREMHFWLYHYDOXHKROGVRIVRPH
REMHFW ,IWKLVZHUHWKHFRUUHFWZD\RILQWHUSUHWLQJ0DFNLH WKHQKHZRXOGEHDFRJQLWLYLVW
RIDVWURQJVRUW PRUDOWKRXJKWVMXVWDUHEHOLHIV 2QWKHVHFRQGZD\ HDFKPRUDOMXGJPHQWLV
WKHH[SUHVVLRQRIVRPHIHHOLQJRIDSSURYDORUGLVDSSURYDODERXWVRPHREMHFW EXWDVVRFLDWHG
ZLWKWKHVHIHHOLQJVDUHEHOLHIVWKDWREMHFWLYHYDOXHVKROGRIFHUWDLQREMHFWV ,IWKLVZHUH
6HH HJ 6LQQRWW$UPVWURQJ  -R\FH   IRUDQLQWURGXFWLRQWR0DFNLH·VXVHRI¶REMHFWLYH·

0DFNLH·VYLHZ WKHQ DJDLQ KHZRXOGEHDFRJQLWLYLVW EXWRIDZHDNHUVRUW PRUDOWKRXJKWV




EHOLHI ,WGRHVQRWWHOOXVZKDWLVWKHJHQHUDOQDWXUHRIPRUDOWKRXJKW , ZLOOWXUQWRZKDW
0DFNLHKDVWRVD\DERXWWKLVTXHVWLRQEHORZ LQVHFWLRQRIWKLVFKDSWHU
7KHUHDUHWZRIXUWKHULPSRUWDQWIHDWXUHVRI7KHVLV )LUVW WKHQRWLRQRIDPRUDOMXGJ





WDNHQLQ URXJKO\ WKUHHZD\V ,WPD\EHDSUDJPDWLFSKHQRPHQRQ 7KHQ7KHVLVZLOOEHD
FODLPDERXWZKDWSHRSOH GR ZKHQWKH\PDNHPRUDOMXGJPHQWV 7KHFODLPFDQ LQVWHDG EH
JLYHQDVWURQJO\VHPDQWLFUHDGLQJ 2QWKLVUHDGLQJ 7KHVLVLVQDWXUDOO\WDNHQDVDWKHVLV
DERXWUHTXLUHPHQWVWKDWPXVWEHPHWLQRUGHUIRUSLHFHVRIRUGLQDU\PRUDOODQJXDJHKDYH
PHDQLQJV )LQDOO\ WKHFODLPWRREMHFWLYLW\PD\EHWDNHQDVDFRQFHSWXDOFODLP 7DNHQLQ









DEHOLHILQREMHFWLYHYDOXHVLVEXLOWLQWRRUGLQDU\PRUDOWKRXJKWDQGODQJXDJH EXW WKLVLQJUDLQHGEHOLHILVIDOVH 
7KLVLVVRPHWKLQJRIWKHFDSVWRQHRI0DFNLH·VSRVLWLRQ ,WGHSHQGVXSRQ7KHVHVDQG LW
LV PRUHRUOHVV DQLQIHUHQFHEDVHGXSRQWKHP















YDOXHVLQRUGHUIRUPRUDOMXGJPHQWVWREHWUXH 7KHVWURQJUHDGLQJ RIFRXUVH LVFRQVLVWHQW
ZLWKDZLGHYDULHW\RIGLIIHUHQWZD\VRIIDLOLQJWRVHFXUHWUXWK 0RUDOMXGJPHQWVPD\EH











TXLUHPHQWVHWF RIWKHNLQGLQTXHVWLRQ  7KLVJHQHUDOGHÀQLWLRQFRYHUVGLIIHUHQWXVHVRIWKHZRUG¶JRRG· EHFDXVHLWOHDYHVRSHQMXVWKRZWKHUHTXLUHPHQWVLQTXHVWLRQDUHVSHFLÀHGRULQGLFDWHG LWOHDYHVURRPIRUGLIIHUHQWLQWHUHVWVWREHIHGLQLQGLIIHUHQWZD\VLQGLIIHUHQWVRUWVRIFDVHV 
7KLVSDVVDJHLVDQHFKRRIKLVHDUOLHUZRUN ,Q´$HVWKHWLF-XGJPHQWV²$ /RJLFDO6WXG\µ
KHZULWHV
,QPDNLQJDQHYDOXDWLYHMXGJHPHQWZHDUHDWRQFHVD\LQJRUKLQWLQJWKDWWKHREMHFWMXGJHGKDVFHUWDLQQDWXUDOFKDUDFWHULVWLFV DQGFRPPHQGLQJLW RUSHUKDSVFRQGHPQLQJLW RQWKDWDFFRXQW 7KHJRRGPDNLQJFKDUDFWHULVWLFVDUHQDWXUDOIHDWXUHVZKLFKZHDUHXVLQJDVFULWHULDRUVWDQGDUGVRIYDOXH ZHFRPPHQGVRPHWKLQJZKLFKVDWLVÀHVWKHVHVWDQGDUGV DQGFRQGHPQVRPHWKLQJZKLFKIDLOVWRVDWLVI\WKHP (YDOXDWLYHMXGJHPHQWLVUHODWLYHWRVWDQGDUGVRUFULWHULD DQGSUHVXSSRVHVWKHP 
7KHIROORZLQJDQDORJ\ , EHOLHYH KHOSVWRHOXFLGDWH0DFNLH·VFODLP
&RQVLGHURXUMXGJPHQWVLQYROYLQJWDOOQHVV $WDEDVNHWEDOOJDPH , XWWHU ¶0LNHLVWDOO·
<RXPLJKWGLVVHQW FODLPLQJWKDWVL[DQGDKDOIIHHWLV DOOWKLQJVFRQVLGHUHG SUHWW\VKRUWIRU
DEDVNHWEDOOSOD\HU $WDFRFNWDLOSDUW\IXOORISURIHVVRUV \RXXWWHU ¶0LNHLVWDOO· ,WZRXOG
EHUHDVRQDEOHIRUPHWRDJUHH SHUKDSVQRWLQJWKDWHYHU\RQHDWWKHSDUW\LVUHODWLYHO\VKRUW
LQFRPSDULVRQWR0LNH ,QWXLWLYHO\ VLQFHZHXWWHUWKHVDPHVHQWHQFH DQGZHDUHVSHDNLQJ
WKHVDPHODQJXDJH WKHPHDQLQJVRIRXUXWWHUDQFHVGRQRWGLIIHU +RZHYHU LQWXLWLYHO\ WKH
FRQWHQWVRIRXUXWWHUDQFHVGLIIHU RXUXWWHUDQFHVH[SUHVVGLIIHUHQWSURSRVLWLRQV $ SRVVLEOH
H[SODQDWLRQRIWKLVLVWKDW DOWKRXJKWKHPHDQLQJRI¶WDOO·GRHVQ·WYDU\EHWZHHQFRQWH[WV

LWVFRQWHQWGRHV EHFDXVH LQWKHGLIIHUHQWFRQWH[WV ZHKDYHLQPLQGGLIIHUHQWVWDQGDUGVRI
WDOOQHVV ,QWXLWLYHO\ LWLVKDUGHUWREHMXGJHGWDOOUHODWLYHWRWKHVWDQGDUGV, KDYHLQPLQGLQ
WKHEDVNHWEDOOFRQWH[WWKDQLWLVWREHMXGJHGWDOOUHODWLYHWRWKHFRFNWDLOFRQWH[W ¶7DOO·LVDQ
LQGH[LFDO WKHFRQWHQWRIDWDOOQHVVMXGJPHQWLVGHWHUPLQHGERWKE\VRPHVDOLHQWVWDQGDUGRI




7KHVLV (YDOXDWLYH,QGH[LFDOLVP 7KHFRQWHQWRIDQHYDOXDWLYHMXGJPHQWLVSDUWLDOO\À[HG LQFRQWH[W E\VRPHVDOLHQWVWDQGDUGRIHYDOXDWLRQ DQGSDUWLDOO\E\WKHPHDQLQJRIWKHWKHVHQWHQFHWKDWLVXWWHUHGLQPDNLQJWKHMXGJPHQW
7KHUHDUHVRPHLPSRUWDQWWKLQJVWRQRWHDERXWWKHQRWLRQRIDVWDQGDUGRIHYDOXDWLRQ )LUVW
LQWKHÀUVWRIWKHDERYHSDVVDJHV 0DFNLHLQGLFDWHVWKDWVWDQGDUGVRIHYDOXDWLRQLQYROYH RU























7KHVLV +XPHDQLVPDERXW5HDVRQV :KHQHYHUDSHUVRQKDVDUHDVRQWRGRVRPHWKLQJ WKHUHDUH RUKHEHOLHYHVWKHUHDUH VRPHGHVLUHV LQWHUHVWV RUHQGVWKDWZRXOGEHSURPRWHGE\KLVGRLQJLW
,WLVLPSRUWDQWWRQRWLFHKRZORRVHO\¶SURPRWLRQ·LVFRQVWUXHGLQ7KHVLV ,QDGGLWLRQ
WKHGHVLUHVWKDWJURXQGDUHDVRQFDQFRPHIURPMXVWDERXWDQ\ZKHUH WKH\PD\EHIXWXUH












LQXVLQJPRUDOWHUPVZHDUHDVLWZHUHREMHFWLI\LQJRXURZQIHHOLQJVWKLQNLQJWKHPLQWRTXDOLWLHVH[LVWLQJLQGHSHQGHQWO\RIXV )RUH[DPSOH ZHPD\VHHDSODQW VD\DIXQJXV WKDWÀOOVXVZLWKGLVJXVW EXWLQVWHDGRIVWDWLQJWKDWZHKDYHWKLVIHHOLQJ RUPHUHO\H[SUHVVLQJDQGUHOLHYLQJLWE\DQH[FODPDWLRQZHPD\DVFULEHWRWKHIXQJXVDVHPLPRUDOTXDOLW\RIIRXOQHVV RYHUDQGDERYHDOOWKHTXDOLWLHVWKDWDSK\VLFDOVFLHQWLVWFRXOGÀQGLQLW  7KHIHHOLQJDQGWKHVXSSRVHGTXDOLW\DUHUHODWHGDVDVHDORUVWDPSDQGLWVLPSUHVVLRQ  
$V, XQGHUVWDQG0DFNLH KHLVH[SODLQLQJZKDWKHWKLQNVLVWKHFDXVDOFKDLQWKDWOHDGVWR
PDQ\RIRXUPRUDOMXGJPHQWV )LUVW ZHVHHVRPHWKLQJKDSSHQ RUWKLQNDERXWVRPH
SRVVLEOHVWDWHRIDIIDLUV 3HUKDSV LQUHDFWLRQWRWKLV ZHH[SHULHQFHDIHHOLQJRIDSSURYDO
SHUKDSVDIHHOLQJRIFRQGHPQDWLRQ SHUKDSVZHWKLQNWKDWVRPHRQHHOVHPLJKWKDYHVXFK
DIHHOLQJDERXWWKHVWDWHRIDIIDLUV )LQDOO\ ZHSURMHFWRQWRWKDWVWDWHRIDIIDLUVDFHUWDLQ
IHDWXUH YL] DQREMHFWLYHYDOXH WKDWLVVXSSRVHGWREHLQWHUQDOO\UHODWHGWRWKDWIHHOLQJRI
DSSURYDORUFRQGHPQDWLRQ
0DFNLHFDOOVWKHSURFHVVWKDWOHDGVXSWRWKLVSURMHFWLRQWKH¶REMHFWLÀFDWLRQRIYDOXHV·
7KHVLV 7KH2EMHFWLÀFDWLRQRI9DOXHV :KHQVRPHRQHPDNHVDPRUDOMXGJPHQW KHSURMHFWVRQWRWKHZRUOGKLV RUVRPHRQH·V DIIHFWLYHDWWLWXGHDERXWVRPHWKLQJ

















UHVXOWVLQDSV\FKRORJLFDODWWLWXGHFDOOHG¶SURMHFWLRQ· 7KXV DV, XQGHUVWDQG7KHVLV LW
SXUSRUWVWRJLYHXVLPSRUWDQWLQIRUPDWLRQDERXWWKHQDWXUHRIPRUDOWKRXJKW ,·OOGLVFXVVWKH
LPSOLFDWLRQVRI7KHVLVIXUWKHULQWKHQH[WVHFWLRQ
, KDYHPDGHPDQ\SURPLVHV DQGWKXVLQFXUUHGPDQ\REOLJDWLRQV ,WLVWLPHWRVWDUW
IXOÀOOLQJWKHP
 0RUDO-XGJPHQWVDQG0RUDO7KRXJKWV
,QVXEVHFWLRQ , H[SODLQKRZ, ZLOOXVHWKHWHUPV¶MXGJPHQW· ¶HYDOXDWLYHMXGJPHQW·





YLHZV,·OOGLVFXVVLQWKLVZRUN , KRSHWKH\GRQRWUDLVHIXUWKHUWHFKQLFDOGLIÀFXOWLHV ,Q





 -XGJPHQWV (YDOXDWLYH-XGJPHQWV DQG0RUDO-XGJPHQWV
,QWKLVZRUN , ZLOOXVH¶MXGJPHQW·WRGHVLJQDWHDEURDGFODVVRISKHQRPHQD 7KHFODVV
RIMXGJPHQWVZLOOLQFOXGHEHOLHIVDQGDVVHUWLRQV 7KXV ZKHQVRPHRQHDVVHUWVVRPHWKLQJ
WREHWKHFDVH KHMXGJHVLWWREHWUXH ZKHQVRPHRQHEHOLHYHVVRPHWKLQJ KHMXGJHVLWWR
EHWKHFDVH :KLOH, WDNH¶MXGJPHQW·WRUHIHUERWKWRWKHVHSXEOLFOLQJXLVWLFDFWVDVZHOODV
WRSULYDWHFRJQLWLYHSKHQRPHQD ,·OOUHIHUWRWKHDJHQWRIWKHMXGJPHQW E\GHIDXOW DVWKH
¶VSHDNHU· WKRXJK, PD\VRPHWLPHVUHIHUWRWKHDJHQWDVWKH¶WKLQNHU·
,·OODOVRXVH·MXGJPHQW·WRWDONDERXWSDUWLFXODUXWWHUDQFHVRIVHQWHQFHV :KHQVRPHRQH
XWWHUV ¶,WLVUDLQLQJ· KLVXWWHULQJLWRQWKDWRFFDVLRQLVDMXGJPHQW ,·OODVVXPHWKLV ZKHWKHU
RUQRWKHDVVHUWVWKDWLWLVDWWKHWLPHUDLQLQJ DQGZKHWKHURUQRWKHEHOLHYHVWKDWLWLVUDLQLQJ











WLRQ 6XSSRVH, FRPPDQG\RXWRVKXWWKHGRRU XWWHULQJDV, GR ¶6KXWWKHGRRU· , ZLOOUHIHU
WRZKDW, GRLQWKLVFRQWH[WDVDMXGJPHQW /LNHZLVH VXSSRVHWKDW, RSHQP\UHIULJHUDWRU
KRSLQJWRHDWVRPHRIODVWZHHN·VOHIWRYHUV )LQGLQJDFHUWDLQIRXOVPHOOLQJIXQJXVLQP\
OHIWRYHUV , VD\¶(ZZZ· DQGWRVVWKHPLQWKHFRPSRVW 0\H[SUHVVLRQRIGLVDSSURYDORI
WKHOHIWRYHUV·VPHOOLV LQP\WHUPV DMXGJPHQW
7KHUHDUHHYDOXDWLYHMXGJPHQWVDPRQJRXUMXGJPHQWV ,QPDNLQJDQHYDOXDWLYHMXGJ







XVHV , ZLOOFDOOWKHVHXVHVRIHYDOXDWLYHWHUPV¶PRUDOWHUPV· 6HQWHQFHXWWHUDQFHVLQZKLFK








,WLVLPSRUWDQWWREHFOHDUKHUHDERXWKRZ,·PLQGLYLGXDWLQJWHUPV 2QRQHZD\RIWKLQNLQJDERXWWKLV WKHUHLVMXVWRQHWHUP¶EDQN· DQGWZRGLIIHUHQWZD\VRIXVLQJLW 7KLVLVQRWKRZ, DPFRQFHLYLQJWKHLQGLYLGXDWLRQRIWHUPV ,QVWHDG , DVVXPHWKDWWKHUHLVDFODVVRIXVHVRI¶EDQN·ZKHUHLWLVXVHGWRUHIHUWRPRQH\EDQNV DQGDGLIIHUHQWFODVVZKHUHLWLVXVHGWRUHIHUWRULYHUEDQNV (DFKRIWKHVHFODVVHVFRUUHVSRQGVWRDGLIIHUHQWWHUP7KXV , DPGLVWLQJXLVKLQJWHUPVLQDPRUHÀQHJUDLQHGZD\WKDQ, ZRXOGLI, ZHUHMXVWGLVWLQJXLVKLQJEHWZHHQWKHPW\SRJUDSKLFDOO\ 1RWKLQJRILPSRUWDQFHKDQJVRQWKLV , UHFRJQL]HWKHRWKHUPRUHFRDUVHJUDLQHGZD\DVDSHUIHFWO\JRRGZD\RILQGLYLGXDWLQJWHUPV DQGLWLVXVHIXOIRUFHUWDLQSXUSRVHV ,WLVMXVWWKDWP\ZD\LVPRUHXVHIXOIRUP\SUHVHQWSXUSRVHV

VKRXOGQ·WEHLOOHJDO WKDWLWZRXOGEHXQMXVWIRUDJRYHUQPHQWWRWDNHDZD\WKLVULJKW 6KH
LVFKDQWLQJ ¶$ERUWLRQLVSHUPLVVLEOH· +HUXVHRI¶SHUPLVVLEOH· LQWKLVFRQWH[W LVDPRUDO
XVHRIWKHWHUP














7KHVHDUHPRUDOXVHVRI¶SHUPLVVLEOH· ¶ZURQJ· DQG¶EDG· (DFKVXFKXVHFRUUHVSRQGVWR
DPRUDOWHUP , ZLOOQRW KRZHYHU UHVWULFWWKHDSSOLFDWLRQRI¶PRUDOWHUP·MXVWWRWKHZRUGVLQ
WKHDERYHH[DPSOHV 7KHUHDUHDOVRPRUDOXVHVRIWKHIROORZLQJWHUPV ¶JRRG· ¶GHVLUDEOH·













ZLWK¶VRPHWLPHV· ¶W\SLFDOO\· RU¶DOZD\V· ZKHUHWKLVLVXQQDWXUDOIRUWKHÀUVWVHQWHQFH :H
JHWWKHIROORZLQJYDULDQWVRIWKHWKLUGVHQWHQFH
6RPHWLPHV DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVVRPHWLPHVSHUPLVVLEOH7\SLFDOO\ DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVW\SLFDOO\SHUPLVVLEOH$OZD\V DERUWLRQLVSHUPLVVLEOH $ERUWLRQLVDOZD\VSHUPLVVLEOH
6LPLODUIHDWXUHVKROGRIWKHIRXUWKDQGÀIWKVHQWHQFHV 7KXV , WDNHVHQWHQFHVOLNHWKHWKLUG






7KH\DUHFRQGLWLRQHG RUTXDOLÀHG LQDZD\WKDWWKHÀUVWWZRVHQWHQFHVDUHQRW 7KHVHFRQG



















&RQVLGHU KRZHYHU D )RXUWK([DPSOH 'DYLG+XPH DVNHSWLFDERXWPRUDOLW\ LVWU\LQJ
WRGHFLGHZKDWWRGR +LVOLWWOHEURWKHUFRXOGVWHDOIRUKLPDERRNIURP&OHDQWKHV·OLEUDU\
+XPHUHDOO\ZDQWVWKHERRN $QRWKHUIULHQG 3KLOR WHOOVKLPWKDW VLQFHVWHDOLQJLVZURQJ
JHWWLQJ\RXUOLWWOHEURWKHUWRVWHDOLVZURQJ +XPHUHSOLHV ¶, JXHVV, DOUHDG\NQHZWKDW
,IVWHDOLQJLVZURQJ WKHQJHWWLQJ\RXUOLWWOHEURWKHUWRVWHDOLVZURQJ %XWWKDWGRHVQ·W
VD\PXFK 7KHUHSUREDEO\LVQ·WDQ\UHDOTXDOLW\RIZURQJQHVV 6RVWHDOLQJSUREDEO\LVQ·W
ZURQJ· *LYHQP\VWLSXODWHGPHDQLQJRI¶PRUDOMXGJPHQW· 7KHVLVLPSOLHVWKDW LQPDNLQJ
WKLVPRUDOMXGJPHQW +XPHLVLQVRPHWKLQJRIDSDUDGR[LFDOVLWXDWLRQ +HKDVPDGHDPRUDO




, KDYHVLPLODULQWXLWLRQVDERXWFHUWDLQQHJDWLYHPRUDOMXGJPHQWVDQGRQHVWKDWLQYROYHSURSRVLWLRQDODWWLWXGHV HJ ¶,W·VVLPSO\QRWWUXHWKDWVWHDOLQJLVZURQJ·DQG¶3KLOREHOLHYHVWKDWVWHDOLQJLVZURQJ·

VXFKDFRPPLWPHQW 1RWLFH KRZHYHU WKDWDUHYLVLRQRI7KHVLVWKDWRQO\TXDQWLÀHVRYHU





+HUHDIWHU LQWKLVZRUN , ZLOOXVH¶PRUDOMXGJPHQW·DQG¶PRUDOVWDWPHQW·WRPHDQZKDW












DUHLQWHUGHÀQDEOH $FFRUGLQJWRVXFKDYLHZ WKHUHPD\EHDEDVLFGHRQWLFQRWLRQ VD\








OHYHORISUHFLVLRQ JLYHQWKHZD\, KDYHVHWWKLQJVXS %XWWRLQWURGXFHDEDUUDJHRITXDO
LÀFDWLRQVLQUHSO\WRWKHVHSUREOHPVZRXOGFOXWWHUP\GLVFXVVLRQEH\RQGFRPSUHKHQVLRQ
7KXV , DFNQRZOHGJHWKDWWKHVHLVVXHVPXVWEHGHDOWZLWK %XWQRWE\PH QRWULJKWQRZ
 0RUDO7KRXJKWV
&RUUHODWHGZLWKDW\SLFDOVWDWHPHQWLVDSV\FKRORJLFDODWWLWXGH RUWKRXJKW WKDWWKHVWDWH
PHQWH[SUHVVHV ,QWXLWLYHO\ DVWDWHPHQWH[SUHVVHVDFHUWDLQWKRXJKWLI XQGHURUGLQDU\FLU
FXPVWDQFHV LWZRXOGEHOLQJXLVWLFDOO\DSSURSULDWHIRUVRPHRQHWRPDNHWKHVWDWHPHQWRQO\LI
VKHKDGWKHSV\FKRORJLFDODWWLWXGH 7KXVDQDXGLHQFHWRWKHVWDWHPHQWPLJKWUHDVRQDEO\LQ
IHUWKDWWKHLQGLYLGXDOPDNLQJWKHMXGJPHQWKDVWKHWKRXJKW :KHQ, VD\ ¶6QRZLVZKLWH·
LQDFHUWDLQFRQWH[W DQG\RXDUHP\DXGLHQFH LWLVRUGLQDULO\UHDVRQDEOHIRU\RXWRWKLQN
WKDW, KDYHDEHOLHILQWKHSURSRVLWLRQWKDWVQRZLVZKLWH :KHQ, VD\ ¶, DPVLWWLQJ· \RXPD\




P\UHIULJHUDWRU DQGH[FODLP ¶(ZZZ· SHUKDSV\RXVKRXOGWKLQN, GLVDSSURYHRIWKHVPHOO









FKRORJLFDODWWLWXGHDUHWKH\" , ZLOOQRWDUJXHIRUDQDQVZHUWRWKDWTXHVWLRQKHUH +RZHYHU
WKHUHLVUHVWULFWLRQRIWKHTXHVWLRQ ZKDWVRUWRISV\FKRORJLFDODWWLWXGHGRHV0DFNLHWKLQN
PRUDOWKRXJKWVDUH" 7KLVTXHVWLRQ, ZLOODQVZHU ,QVKRUW , EHOLHYH0DFNLHWKLQNVPRUDO


















, EHOLHYHWKDW RQ0DFNLH·VYLHZ PRUDOWKRXJKWVDUHWKHÀQDOUHVXOWRIWKHSURFHVVRI






SV\FKRORJLFDOQRWLRQV 7KXV ZKHQVRPHRQHSURMHFWVKLVIHHOLQJRQWRWKHZRUOG DFHUWDLQ
LUUHGXFLEOHDWWLWXGHKROGVEHWZHHQDQREMHFWLQWKHZRUOGDQGKLVIHHOLQJ , ZLOOQRWLQWHUSUHW
0DFNLHLQWKLVZD\ , KDYHWZRUHDVRQVIRUUHMHFWLQJWKLVLQWHUSUHWDWLRQRI0DFNLH 7KHÀUVW
LQEULHI LVWKDW, FDQQRWXQGHUVWDQGZKDWWKLVDWWLWXGHZRXOGEH , FDQQRWLQWHUSUHW0DFNLH




WRRWKHUSV\FKRORJLFDODWWLWXGHV SURMHFWLRQ IRU0DFNLH LVVXSSRVHGWRUHGXFHWREHOLHI
7KHUHLVWH[WXDOHYLGHQFHIRUWKLV +HZULWHV ´ZHDUHDVLWZHUHREMHFWLI\LQJRXURZQ
IHHOLQJV WKLQNLQJWKHPLQWR TXDOLWLHVH[LVWLQJLQGHSHQGHQWRIXVµ 2QWKHPRVWQDWXUDO
XQGHUVWDQGLQJRIWKLVTXRWH 0DFNLHLVFODLPLQJWKDW ZKHQZHPDNHPRUDOMXGJPHQWV ZH
EHOLHYHWKHUHLVDSURSHUW\WKDWLVKDGE\VRPHWKLQJZHKDYHDQDIIHFWLYHIHHOLQJDERXW
2XUEHOLHI LQVXFKDVLWXDWLRQ LVRXUPRUDOWKRXJKW LH WKHSV\FKRORJLFDODWWLWXGHWKDW















6RIDU , KDYHQRWKDGPXFKWRVD\DERXW0DFNLH·VQRWLRQRIREMHFWLYLW\ ,QWKLVVHFWLRQ
, HOXFLGDWHWKHPHDQLQJRI0DFNLH·VXVHRI¶REMHFWLYH·E\TXLFNO\H[SODLQLQJWKHDUJXPHQWV
IURP (,5: WRWKHHIIHFWWKDWWKHUHFDQEHQRREMHFWLYHYDOXHV






MHFWLYHYDOXHV LIWKH\H[LVWHG ZRXOGKDYHWREHTXHHUHQWLWLHV EXWLWLVLPSODXVLEOHWRWKLQN
WKHUHDUHVXFKHQWLWLHV DQGVR WKHUHFDQEHQRREMHFWLYHYDOXHVµ 7KXVXQGHUVWRRG HDFK
YHUVLRQRIWKHDUJXPHQWIURPTXHHUQHVVLQYROYHVWZRVWHSV ÀUVW DFODLPDERXWWKHHVVHQFH
RIREMHFWLYHYDOXHV DQGVHFRQG DFODLPDERXWZKHWKHUREMHFWLYHYDOXHV VRFRQFHLYHG H[LVW
7KHÀUVWVWHSLQHDFKYHUVLRQLVQRQVXEVWDQWLYH LWLVPHUHO\VXSSRVHGWREHDSDUWLDOGHÀ
 




)LQDOO\ , ZLOOQRWKDYHPXFKFRPPHQWDU\RQWKHVRXQGQHVVRIWKHVHDUJXPHQWV QRU
RQWKHLUVXEVWDQWLYHSUHPLVHV 0\PDLQJRDOLVWRH[SOLFDWH0DFNLH·VLGHDRIDQREMHFWLYH










VXSSRVH KRZHYHU WKDWIRU0DFNLH QRQQDWXUDOSURSHUWLHVDUHRQHVWKDWGRQRWÀJXUHLQ
WKHQDWXUDOVFLHQFHV +HGRHV KRZHYHU SUHVHQWVRPHNLQGRIH[SODQDWLRQRIKLVQRWLRQ
PLQGLQGHSHQGHQFH +HZULWHV
7KHRUGLQDU\XVHURIPRUDOODQJXDJHPHDQVWRVD\VRPHWKLQJDERXWZKDWHYHULWLVWKDWKHFKDUDFWHUL]HVPRUDOO\ IRUH[DPSOHDSRVVLEOHDFWLRQ DVLWLVLQ
&RPSDUH-R\FH   DQG6PLWK  
)RUGLVFXVVLRQVRI0DFNLH·VDUJXPHQWV VHH6LQQRWW$UPVWURQJ  +XHPHU  6KDIHU/DQGDX -R\FH  DQG6PLWK 
6HH HJ 0DFNLH  
7KLVLVDVRPHZKDWVWDQGDUGUHQGHULQJRI¶QRQQDWXUDO· 6HH HJ 6KDIHU/DQGDX IRUUHIHUHQFHV, GRQRWWKLQNWKLVVRUWRIDFFRXQWSURYLGHVDVXIÀFLHQWH[SODQDWLRQRIWKHQRWLRQRIQRQQDWXUDOQHVV EXW,·OOQRWSUHVVWKHLVVXHKHUH ,QJHQHUDO LQWKLVZRUN , WU\WRVWHHUDZD\IURPLVVXHVGLUHFWO\SHUWDLQLQJWRWKHQDWXUDOLVPQRQQDWXUDOLVPGHEDWH

LWVHOI RUZRXOGEHLILWZHUHUHDOL]HG DQGQRWDERXW RUHYHQVLPSO\H[SUHVVLYHRI KLV RUDQ\RQHHOVH·V DWWLWXGHRUUHODWLRQWRLW  FI  
















SRVHGWREHEURDG PHWDSK\VLFDOQHFHVVLW\ %XWWKHUHLVDQHYHQZHDNHUUHDGLQJ DFFRUGLQJ




,QDQ\FDVH 0DFNLHDWWHPSWV ZKLOHJLYLQJWKLVDUJXPHQW WRGUDZDVWURQJFRQQHFWLRQ
EHWZHHQREMHFWLYHYDOXHVDQGPRWLYDWLRQ +HFRQFHLYHVREMHFWLYHYDOXHVDVTXDOLÀHGO\
HVVHQWLDOO\PRWLYDWLQJSURSHUWLHV 7KXVXQGHUVWRRG ZHFDQDGGWR0DFNLH·VGHÀQLWLRQRI





:KDWLVWKHFRQQHFWLRQEHWZHHQDQDWXUDOIDFWWKDWDQDFWLRQLVDSLHFHRIGHOLEHUDWHFUXHOW\²VD\ FDXVLQJSDLQMXVWIRUIXQ²DQGWKHPRUDOIDFWWKDWLWLVZURQJ" ,WFDQQRWEHDQHQWDLOPHQW DORJLFDORUVHPDQWLFQHFHVVLW\ <HWLWLVQRWPHUHO\WKDWWKHWZRIHDWXUHVRFFXUWRJHWKHU 7KHZURQJQHVVPXVWVRPHKRZEH¶FRQVHTXHQWLDO· RU¶VXSHUYHQLHQW· LWLVZURQJEHFDXVHLWLVDSLHFHRIGHOLEHUDWHFUXHOW\ %XWMXVWZKDW LQWKHZRUOG LVVLJQLÀHGE\WKLV¶EHFDXVH·" 
6R DOWKRXJKREMHFWLYHYDOXHVDUH IRU0DFNLH VXSSRVHGWREHGLVWLQFWIURPQDWXUDOSURS
HUWLHV WKH\DUHVXSSRVHGWRKROGLQYLUWXHRIWKHVHSURSHUWLHV 7KHUHVWLOODUHVXSSRVHGWR
EHQHFHVVDU\FRQQHFWLRQVEHWZHHQWKHQDWXUDOIHDWXUHVRIWKHZRUOGDQGREMHFWLYHYDOXHV




WHUPV 7KH\DUH LQVWHDG VXSSRVHGWREH´EUXWHµPHWDSK\VLFDOQHFHVVLWLHV
7KLVDOOHJHGFRQQHFWLRQEHWZHHQREMHFWLYHYDOXHVDQGQDWXUDOSURSHUWLHVSURYLGHVXV
ZLWKDQRWKHUIHDWXUHRI0DFNLH·VFRQFHSWLRQRIREMHFWLYHYDOXHV ,QKLVYLHZ DQREMHFWLYH
6HH HJ 0DFNLH  





LQ0DFNLH·VZRUN DOWKRXJKKHGRHVQRWH[SOLFLWO\HQGRUVHLWLQ (,5: $FFRUGLQJWRWKLV
OLQHRIDUJXPHQW WKHTXHHUQHVVRIREMHFWLYHYDOXHVZRXOGFRQVLVWLQWKHLUEHLQJ´REMHFWLYHO\
UHDVRQJLYLQJµ 0DFNLHZULWHV
$ FDWHJRULFDOLPSHUDWLYH WKHQ ZRXOGH[SUHVVDUHDVRQIRUDFWLQJZKLFKZDVXQFRQGLWLRQDOLQWKHVHQVHRIQRWEHLQJFRQWLQJHQWXSRQDQ\SUHVHQWGHVLUHRIWKHDJHQWWRZKRVHVDWLVIDFWLRQWKHUHFRPPHQGHGDFWLRQZRXOGFRQWULEXWHDVDPHDQV  6RIDUDVHWKLFVLVFRQFHUQHG P\WKHVLVWKDWWKHUHDUHQRREMHFWLYHYDOXHVLVVSHFLÀFDOO\WKHGHQLDOWKDWDQ\VXFKFDWHJRULFDOO\LPSHUDWLYHHOHPHQWLVREMHFWLYHO\YDOLG 7KHREMHFWLYHYDOXHVZKLFK, DPGHQ\LQJZRXOGEHDFWLRQGLUHFWLQJDEVROXWHO\ QRWFRQWLQJHQWO\ XSRQWKHDJHQW·VGHVLUHVDQGLQFOLQDWLRQV 








7KHVLV 0DFNLH·V&RQFHSWLRQRI2EMHFWLYLW\ 2EMHFWLYHYDOXHVZRXOGKDYHWREHQRQQDWXUDO LQWULQVLFSURSHUWLHV QRQHWKHOHVV WKH\ZRXOGKDYHWRVXSHUYHQHRQQDWXUDOSURSHUWLHV WKH\ZRXOGDOVRKDYHWREHHVVHQWLDOO\PRWLYDWLQJDQGUHDVRQJLYLQJ DQG WRWRSLWDOORII WKH\FRXOGRQO\EHNQRZDEOH YLD DVSHFLDOIDFXOW\RILQWXLWLRQ
6HH  ZKHUH0DFNLHTXLFNO\OLVWVRIIKLVDUJXPHQWVIRUKLVPHWDSK\VLFDOWKHVLV
7KLVLVURXJKO\UHODWHGWR-R\FH·VDUJXPHQWIRUWKHHUURUWKHRU\ , ZLOOGLVFXVVLWRUVRPHWKLQJOLNHLWPRUHIXOO\LQFKDSWHURIWKLVZRUN 6HHDOVR6PLWK  

, JHQXLQHO\EHOLHYHWKDW7KHVLVHPERGLHV0DFNLH·VFRQFHSWLRQRIREMHFWLYHYDOXHV DWOHDVW
DVLWLVSUHVHQWHGLQWKHÀUVWFKDSWHURI (,5:+HUHDIWHU KRZHYHU , ZLOOQRWXVH¶REMHFWLYH
YDOXH·ZLWKWKHH[SOLFLWPHDQLQJWKDWZHPLJKWWDNH7KHVLVWRLQMHFWLQWRLW 7KLVLVEH

















KLPLQDQ\WKLQJQHDUWKHZD\, GR , WKHUHIRUHWDNHLWWREHDQLQWHUHVWLQJUHVXOW
$FFRUGLQJWRDUHODWLYLVWDERXWPRUDOLW\ ZHFDQXQGHUVWDQGPRUDOMXGJPHQWVWREHWUXH
RQO\UHODWLYHWRPRUDOVWDQGDUGV 6XFKDYLHZKROGVWKDW HYHQLIRUGLQDU\VSHDNHUVLP









LQJSDVVDJH ZKLFK, KDYHDOUHDG\SUHVHQWHGDERYH 6WLOO LWZLOOEHZRUWKZKLOHWRSUHVHQWLW
DJDLQ
WKHGHQLDORIREMHFWLYHYDOXHVZLOOKDYHWREHSXWIRUZDUG DVDQ¶HUURUWKHRU\· DWKHRU\WKDWDOWKRXJKPRVWSHRSOHLQPDNLQJPRUDOMXGJHPHQWV
LPSOLFLWO\FODLP DPRQJRWKHUWKLQJV WREHSRLQWLQJWRVRPHWKLQJREMHFWLYHO\SUHVFULSWLYH WKHVHFODLPV DUHDOOIDOVH ,WLVWKLVWKDWPDNHVWKHQDPH¶PRUDOVNHSWLFLVP·DSSURSULDWH  LWDOLFVP\RZQ
$OPRVWWKHVDPHVXPPDU\RFFXUVDIHZSDJHVODWHULQ (,5: DWWKHFORVHRIWKHÀUVWFKDSWHU
+HZULWHV














0DFNLH KRZHYHU LVQRWVRVDQJXLQHDERXWWKLVDOOHJHGUHVXOWRIKLVYLHZ +HZULWHV LQ
WKHODVWSDUDJUDSKRIWKHÀUVWFKDSWHURI (,5:




DUHWUXH WKRXJK ZHDUHOHIWZRQGHULQJZKDWKHUHDOO\WKRXJKW $ERXWDOOKHVD\VRQWKH
PDWWHULVWKLV
, KDYHDUJXHGLQ&KDSWHUWKDWWKHUHDUHQRREMHFWLYHYDOXHV DQGLQ&KDSWHUV  DQGWKDWQRVXEVWDQWLYHPRUDOFRQFOXVLRQVRUVHULRXVFRQVWUDLQWVRQPRUDOYLHZVFDQEHGHULYHGIURPHLWKHUWKHPHDQLQJVRIPRUDOWHUPVRUWKHORJLFRIPRUDOGLVFRXUVH 
+HQHYHUVD\V WKHUHRUHOVHZKHUHLQ (,5:ZKHWKHUPRUDOMXGJPHQWVDUHJHQHUDOO\WUXH




7KLVDEVHQFH , FODLP LVHYLGHQFHWKDWKHWKRXJKWKLVYLHZDOORZHGIRUWKHWUXWKRI
SRVLWLYHÀUVWRUGHUPRUDOMXGJPHQWV , JUDQWWKDWLWLVQRW\HWYHU\VWURQJHYLGHQFH %XW












YLHZ WKHUHDUHQRLQWULQVLF QRQUHODWLRQDO SURSHUWLHVWKDWLWZRXOGPDNHVHQVHWRFDOO¶PDVV
SURSHUWLHV· ,QVWHDG WKHUHDUHRQO\UHODWLRQDOPDVVSURSHUWLHV DQGVRLWLVWKHVHWKDWVKRXOG
ÀJXUHLQWKHWUXWKFRQGLWLRQVRIRXUPDVVMXGJPHQWV
&RQWHPSRUDU\VFLHQWLÀFWKHRULHVVHHPWRLQGLFDWHWKDWWKHUHLVQRWUHDOO\DQ\VXFKSURS























ODWLRQRIKLVRZQYLHZ ´0DVV VNHSWLFLVPPXVWWDNHWKHIRUPRIDQHUURUWKHRU\ DGPLWWLQJ











7KDWLVQRWWRVD\WKDWDQ\RQH·VWKHRU\LVGHYHORSHG RUWKDWWKHDYHUDJHPDQEHOLHYHVLQDQDEVWUDFWSOHQLWXGLQRXVUHDOPRISURSHUWLHV RUWKDWKHKDVDIXOOXQGHUVWDQGLQJRIWKHQRWLRQVRILQWULQVLFDOLW\DQGUHODWLRQDOLW\RUWKDWKLVWDFLWWKHRU\LVIXOO\FRKHUHQW 6HH HJ 'UHLHU  





















7KXV DFFRUGLQJWRWKLVOLQHRIWKRXJKW WKHVHSURSHUWLHVPLJKWQRWEHDGPLVVLEOHVXEVWLWXWHVIRUVRPHRQHZKRH[SOLFLWO\DFFHSWVDQRQUHODWLYLVWLFRQWRORJ\RIWKHQDWXUDOZRUOGVD\ DSUHVHQWGD\DGYRFDWHRI1HZWRQDQGZKRLQYRNHVWKDWRQWRORJ\LQKLVRUGLQDU\XWWHUDQFHVDERXWPDVV




)RUSUHWKHRUHWLFPRUDOLGHDVWREHDOOWKH\DVSLUHWREH  WKHUHZRXOGKDYHWR>EH@DEVROXWHVWDQGDUGVIRUPRUDOFRQFHSWVWRODWFKRQWR %XWVLQFHWKHUHDUHQ·WDQ\ UHODWLYLVPVXJJHVWV ZK\QRWPDNHGRZLWKWKHUHODWLYHVWDQGDUGVWKDWZHDFWXDOO\GRKDYH" 7KHUHLVQRQHHGWRDEDQGRQPRUDOMXGJPHQWDOWRJHWKHUVRORQJDVZHDUHZLOOLQJWRWRQHGRZQLWVDVSLUDWLRQV  
7KLVFRQFHSWLRQRIPRUDOUHODWLYLVPPD\WKXVEHVHHQDVVXEVFULELQJWRDOLQHRIWKRXJKW






0DFNLH , KDYHQRWHG DFFHSWVDSULQFLSOHWRWKHHIIHFWWKDWHYDOXDWLYHWHUPLQRORJ\LV








+DUPDQ·VEUDQGRIPRUDOUHODWLYLVPPD\QRWTXLWHÀWWKHPROGWKDW, KDYHFUHDWHG ,WVHHPVWKDWKHPLJKWQRWDFFHSWWKHWKLUGVWHS DFFRUGLQJWRZKLFKSHRSOHPDNHWKHSUHVXSSRVLWLRQWKDWPRUDOLW\LVREMHFWLYH ,WLV KRZHYHU XQFOHDUWRPH VLQFHKH GRHV WU\WRPRWLYDWHKLVPRUDOUHODWLYLVPE\DSSHDOWRWKHDQDORJ\WRUHODWLYLVPDERXWPDVVDQGVLPXOWDQHLW\ &RPSDUH+DUPDQ ZLWKKLVDQG LWPD\EHWKDWKLVYLHZVDERXWUHODWLYLVPKDYHZDUSHGRYHUWKH\HDUV

EHLQJWKHUHTXLUHPHQWVRIDQ\SHUVRQRUERG\RISHUVRQV HYHQ*RG 7REHPRUDOO\JRRGZLOOWKHQEHVXFKDVWRVDWLVI\WKHVHLQWULQVLFUHTXLUHPHQWV 





























$VLGHIURPWKHWH[WXDOHYLGHQFHWKDW, FLWHGDERYH , KDYHDIXUWKHUUHDVRQIRULQWHUSUHWLQJ





PHQWV E\DQGODUJH IDLOWRVHFXUHWUXWK 1RWLFH QRZ WKDWLQWKHVHFRQGSDUWRI (,5:KH
PDNHVDQXPEHURIFODLPVWKDWLPSO\WKHWUXWKRIPRUDOMXGJPHQWV )RUH[DPSOH KHZULWHV
DWWKHHQGRIWKHHLJKWKFKDSWHU
7KLVFKDSWHU DQGLQGHHGWKHZKROHRIWKLVSDUWRIWKHERRN KDVGRQHQRPRUHWKDQVNHWFKWKHRXWOLQHVRIDÀUVWRUGHUPRUDOWKHRU\  1RGRXEWP\DSSURDFKFRXOGEHFDOOHG LQDYHU\EURDGVHQVH DUXOHXWLOLWDULDQRQH EXWLWZRXOGEHXWLOLWDULDQLVPZLWKRXWLWVFKDUDFWHULVWLFÀFWLRQV 
:HVKRXOGKHUHWDNH0DFNLHDVH[SUHVVLQJKLV EHOLHI LQVRPHNLQGRIXWLOLWDULDQWKHRU\ 2Q
DQ\YHUVLRQRIXWLOLWDULDQLVP WKHUHZLOOEHSULQFLSOHVWKDW URXJKO\ FRQQHFWIDFWVDERXWWKH
KDSSLQHVVRISHRSOHWRPRUDOIDFWVDERXWZKDWZHRXJKWWRGR ,QVRIDUDVKHEHOLHYHVWKLV
VRUWRIXWLOLWDULDQLVP DQGLQVRIDUDVKHDFFHSWVWKDWXWLOLWDULDQLVPLPSOLHVWKHWUXWKRIVRPH








































YLHZDQGWKHUHODWLYLVWYLHZWKDW, RXWOLQHGLQWKHSUHFHGLQJVHFWLRQ )LUVW 0DFNLH·VYLHZ













































WKDW LQPDQ\UHVSHFWV LWLVYHU\XQFOHDUZKDWYLHZVKHUHDOO\KHOG 7KLVLV LQSDUW EHFDXVH
WKHWHFKQLFDOWHUPVKHXVHG²DPRQJWKHP ¶PRUDOMXGJPHQW·DQG¶REMHFWLYHYDOXH·²DUH
QRWRULRXVO\VOLSSHU\ , KDYHWULHGWRFODULI\ WRDFHUWDLQH[WHQW WKHLUPHDQLQJV , KDYHQRW




DYHUVLRQRIDQWLUHDOLVP 7KXV RQP\LQWHUSUHWDWLRQRI0DFNLH PRUDOWKRXJKWVDUHEHOLHIV





















7KHVLV 7KH0HWDSK\VLFDO7KHVLV 7KHUHLVVRPHWKLQJVHULRXVO\GHIHFWLYHZLWKPRUDOUHDOLW\ YL] LWLVVXSSRVHGWREHREMHFWLYH
7KHVLV 7KH'LVFRXUVH7KHVLV $OOPRUDOMXGJPHQWVLQYROYHDFODLPWRWKHHIIHFWWKDWPRUDOLW\LVREMHFWLYH






ZDLWLQJWREHÀOOHGLQE\DSDUWLFXODUHUURUWKHRU\ 2EMHFWLYLW\ WKHQ LVZKDWHYHUWKHHUURU
WKHRULVWÀQGVWREHGHIHFWLYHDERXWPRUDOLW\ ,QWKLVFKDSWHU ,·OOVXSSRVHWKDWWKHGHIHFW



















,QWKLVVHFWLRQ , H[SODLQZK\, WDNHWKHLGHDRISUHVXSSRVLWLRQWREHDFHQWUDOSDUWRI
PRUDOHUURUWKHRULHV ,QVKRUW WKHUHDUHURXJKO\WZRUHDVRQV )LUVW VRPHÀQGWKHQRWLRQRI







































, DUJXHDJDLQVW 3UHVXSSRVLWLRQ 0\DWWDFNKDVWZRSURQJV )LUVW , DUJXHGHIHQVLYHO\WKDWDQDVVXPSWLRQRIWKHDEVROXWHDXWKRULW\RIPRUDOYDOXHPD\QRWEHFKDUDFWHULVWLFRIPRUDOGLVFRXUVHDWDOO 6HFRQG , DUJXHWKDWHYHQLIVXFKDQDVVXPSWLRQLVXELTXLWRXV ZHVWLOOKDYHJRRGUHDVRQVWRFRQFOXGHWKDWLWGRHVQRWFRQWDPLQDWHWKHPHDQLQJRUWUXWKFRQGLWLRQVRIPRUDOGLVFRXUVH 
,QDGLVFXVVLRQRI)LQOD\·VSDSHU -R\FHUHSOLHVWR)LQOD\·VDUJXPHQWV -R\FHZULWHV



















WKHHUURUWKHRULVWIRFXVHVRQDSURSHUVXEVHWRIVHQWHQFHVFRQWDLQLQJWKHSUREOHPDWLFWHUPV WKRVHWKDWLPSO\RUSUHVXSSRVHWKHLQVWDQWLDWLRQRIDPRUDOSURSHUW\ DIRUVRPHWKLQJWREHPRUDOO\EDGZRXOGLPSO\RUSUHVXSSRVHDNLQGRILQHVFDSDEOH DXWKRULWDWLYHLPSHUDWLYHDJDLQVWSXUVXLQJWKDWWKLQJ E
,QWKHVHSDVVDJHV -R\FHVHHPVWRVXJJHVWWKDWZHFRXOGUHDGWKHGLVFRXUVHWKHVLVLQDVLPLODU
ZD\WR6PLWK·VDERYHLQWHUSUHWDWLRQ ,QVRIDUDVKHDFFHSWVWKLVDOWHUQDWLYHUHDGLQJ KLVXQ




WKHVLV 6RPHWLPHV LWLVWREHXQGHUVWRRGLQWHUPVRIQRWLRQVRISUHVXSSRVLWLRQ RWKHUWLPHV





6HH KRZHYHU 6PLWK  
&I 6LQQRWW$UPVWURQJ  DQG  -R\FH  

ODQJXDJH RULVGLUHFWO\LPSOLHGE\LW RUVLPLODU DQGZKLFK LQWXUQ LVFODLPHGWREHFUXFLDORUFHQWUDO RUNH\ RUIXQGDPHQWDO RUVLPLODU DQGLLVRPHDUJXPHQWRUDUJXPHQWVWKDWSXUSRUWVWRVKRZWKDWWKLVFUXFLDOFRPPLWPHQWLVIDOVHRUIXQGDPHQWDOO\PLVJXLGHG RUFRPSOHWHO\XQMXVWLÀHG RUZLOGO\FUD]\RUVLPLODUVXFKWKDWWKHZKROHRIRXUHYHU\GD\PRUDOWKRXJKWDQGODQJXDJHLVÁDZHG QRWMXVWWKHFRPPLWPHQWLQTXHVWLRQ  
,QDIRRWQRWHWRWKLVSDVVDJH KHZULWHV













,QWKLVVHFWLRQ , H[SODLQWKHQRWLRQRIVSHDNHUSUHVXSSRVLWLRQ WKURXJK5REHUW6WDO
QDNHU·VZHOONQRZQDFFRXQWRIWKHVXEMHFW :LWKWKHFRQFHSWRIVSHDNHUSUHVXSSRVLWLRQLQ
KDQG , VWDWHDYHUVLRQRIWKHGLVFRXUVHWKHVLV DVZHOODVDYHUVLRQRIWKHHUURUWKHVLV 7KHVH









RWKHUV 7KDWLV ZKHQ\RXDPDNHPRUDOMXGJPHQW \RXLPSDUWLQIRUPDWLRQWRDQDXGLHQFH
-XVWDV\RXPLJKWXWWHU ¶7KHEDWKURRPLVGRZQWKHKDOODQGWRWKHOHIW·WRWHOOVRPHRQHDERXW
WKHZRUOG \RXPLJKWVD\ ¶:KDWWKRVHOLWWOHER\VGLGZDVZURQJ·WRWHOOVRPHRQHZKDWWKH














&I 0DFNLH DQG -R\FH  




















SHRSOHGRZKHQWKH\DVVHUWLYHO\XWWHUPRUDOVHQWHQFHV 5RXJKO\ DSHUVRQ SUDJPDWLFDOO\
SUHVXSSRVHV DSURSRVLWLRQDWDWLPHLIVKHLVGLVSRVHG DVRIWKDWWLPH WRDFWDVLIVKHDFFHSWV
WKHSURSRVLWLRQ DQGVKHLVDOVRGLVSRVHGDWWKDWWLPHWRDFWDVLIKHUDXGLHQFHDOVRDFFHSWVWKH















7KHVLV37KH3UDJPDWLF'LVFRXUVH7KHVLV 6SHDNHUV ZKHQWKH\PDNHPRUDOMXGJPHQWV SUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHV










6WDOQDNHU     6HHDOVR6WDOQDNHU  IRUDPRUHUHFHQWGHÀQLWLRQWKDWGLYHUJHVIURPWKHLGHDWKDWSUHVXSSRVLWLRQVDUHGLVSRVLWLRQDO &RPSDUHDOVR 
7KHUHDUHREYLRXVO\PDQ\RWKHULQWHUHVWLQJSUHVXSSRVLWLRQUHODWLRQVWKDWZHPD\GHÀQHSDUWLDOO\LQWHUPVRISUDJPDWLFSUHVXSSRVLWLRQ +HUHDUHVRPH DVHQWHQFHW\SH ¶6· SUHVXSSRVHV 3ZKHQSHRSOHPXVWSUDJPDWLFDOO\SUHVXSSRVH 3 LQXWWHULQJ¶6· LQRUGHUWREHUDWLRQDO RUZKHQZHPXVWDVVXPHWKDWWKHVSHDNHUSUDJPDWLFDOO\SUHVXSSRVHV 3 LQRUGHUWRXQGHUVWDQG¶6·RUZKHQZHFDQUHDVRQDEO\LQIHUWKDWDVSHDNHUSUDJPDWLFDOO\SUHVXSSRVHV 3 RQDQ\XWWHUDQFHRI¶6·6HH6WDOQDNHU  

$FFRUGLQJWR7KHVLV3ZKHQ, XWWHU , SUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHREMHFWLYH





QRWLQYROYHWKHSXEOLFH[FKDQJHRILQIRUPDWLRQ ,I EHIRUH, KDYHP\FRQYHUVDWLRQZLWK
\RX , WKLQNWRP\VHOIWKDWZKDWWKHOLWWOHER\VGLGZDVZURQJ WKHQ, SUHVXSSRVHWKDWWKHUH










VKHFDQ·W LQWKHHQG EHH[SUHVVLQJVRPHWKLQJDERXWDFWXDOLW\ 6LQFHWKHSUHVXSSRVLWLRQLV
LQFRQVLVWHQWZLWKZKDWLVDFWXDOO\WKHFDVH WKHUHVXOWLQJGLVFRXUVHFRQWH[WLVGHIHFWLYH ,IWKH
DFWXDOZRUOGLVUXOHGRXWLQWKHFRQWH[WE\SUHVXSSRVLQJVRPHWKLQJWKDWLVLQFRQVLVWHQWZLWK
7KHSODXVLELOLW\RIWKLVFODLPPD\OHJLWLPDWHO\EHFDOOHGLQWRTXHVWLRQ GRSHRSOHUHDOO\DFWLQWKHZD\WKDW7KHVLV3 VD\VWKH\GR" $WÀUVWJODQFH \RXPLJKWWKLQNWKDWRUGLQDU\SHRSOHKDYHQREHOLHIVDERXWWKHQRWLRQRIDQREMHFWLYHYDOXH , JUDQWWKDWWKLVLGHDKDVVRPHSXOO WKRXJK, WKLQNWKDW7KHVLV3 LVQRWLQGHIHQVLEOH ,ZLOOQRW KRZHYHU GLVFXVVLQGHSWKWKHTXHVWLRQRIKRZWRGHWHUPLQHZKHWKHU7KHVLV3 KROGVLQJHQHUDO QRUZKHWKHU7KHVLV3 UHDOO\GRHVKROGLQJHQHUDO (UURUWKHRULHVWKDWFRQVLVWSDUWLDOO\LQ7KHVLV3 ZLOOQRWEHP\PDLQFRQFHQWUDWLRQLQWKLVZRUN

LW WKHQLWLVKDUGWRVHHKRZWKHMXGJPHQWFRXOGEHDERXWWKHDFWXDOZRUOG 6WDWHPHQWVWKDW





4XHHQRI(QJODQG WKHQWKH*UDQG'XNHRI/X[HPERXUJ 7KHQ\RXDVN ´:KDWGR\RX
NQRZDERXWWKH.LQJRI)UDQFH"µ , VD\ H[FLWHGO\
 7KH.LQJRI)UDQFHLVEDOG
:KHQ, XWWHU , WDNHIRUJUDQWHGWKDWWKHUHLVD.LQJRI)UDQFH , DFFHSWWKDWWKHUHLV
RQH VRGR\RX DQGHDFKRIXVNQRZVWKLVRIWKHRWKHU :HWDNHLWWREHFRPPRQJURXQGLQ







, EHOLHYHWKDWWKHHUURUWKHRU\WKDWZHJHWE\FRPELQLQJ7KHVLV3 ZLWK7KHVLV3 \LHOGV
DQLQFRKHUHQWFRQFHSWLRQRIWKHUHODWLRQEHWZHHQSUHVXSSRVLWLRQIDLOXUHDQGWKHWUXWKYDOXHV
RIRXUMXGJPHQWV
7KLVLGHDLVH[SUHVVHGLQ<DEOR  VHFWLRQ , GRQRWXVH<DEOR·VVHQVHRI¶FDWDVWURSKLF WKRXJK 6HH<DEOR  VHFWLRQ ,WLVLPSRUWDQWWRQRWHWKDW<DEORGRHVQ·W DVIDUDV, FDQWHOO UHDOO\DFFHSWWKHLGHDH[SUHVVHGLQWKLVSDUDJUDSK 1HLWKHUGR, VHHEHORZ





*HQHUDOL]HG3UDJPDWLF(UURU7KHVLV )RUDQ\SURSRVLWLRQ 3DQGVHQWHQFH¶6·LIDVSHDNHUSUHVXSSRVHV 3 LQMXGJLQJWKDW 6DQG 3 LVQRWWUXH WKHQKHUMXGJPHQWWKDW 6 LVQRWWUXH
7KLVJHQHUDOL]HGSUDJPDWLFHUURUWKHVLV KRZHYHU LVIDOVH 7KHUHDUHPDQ\RUGLQDU\ HYHU\
GD\H[DPSOHVZKHUHSDUWLFLSDQWVLQDFRQYHUVDWLRQVDWLVI\WKHDQWHFHGHQWRIWKLVSULQFLSOH
EXWPDNHWKHFRQVHTXHQWIDOVH
6XSSRVH IRUH[DPSOH WKDWZHDUHGLVFXVVLQJSUHVLGHQWLDOZDUGUREHV <RXFODLPWKDW
%XVKZDVDVORSS\GUHVVHU , VD\WKDW, DPLQFOLQHGWRDJUHH 7KHQ\RXDWWHPSWWRJHQHUDOL]H
WKLVWRDOO5HSXEOLFDQSUHVLGHQWV ,VNHSWLFDORIWKLV DVN ´:KDWDERXW0F&DLQ"µ <RX ZKR
DUHQRWXSRQWKHWLPHV WKLQN0F&DLQLVWKHFXUUHQWSUHVLGHQW LQVWHDGRI2EDPD <RXXWWHU
 7KHSUHVLGHQWZHDUVDVXLWDQGWLHWRZRUN
$QG\RXEDFNRIIIURP\RXULQLWLDOJHQHUDOL]DWLRQ <RXUHYLVHWRWKHFODLPWKDW PRVW 5H
SXEOLFDQSUHVLGHQWVDUHQ·WZHOOGUHVVHG ,QWKLVVLWXDWLRQ WKHUHDUHWZRSODXVLEOHZD\V,
FRXOGLQWHUSUHW\RXUXWWHUDQFHRI DQGQHLWKHURIWKHPUHVXOWVLQXQWUXWK (YHQVR LQWKLV
FRQWH[W \RXIDOVHO\SUHVXSSRVHWKDW0F&DLQLVWKHFXUUHQWSUHVLGHQW
)LUVW , FRXOGXQGHUVWDQG\RXWREHWDONLQJDERXW0F&DLQ ,I, LQWHUSUHWHG\RXLQWKLV
ZD\ , ZRXOGEHSUHVXSSRVLQJDORQJZLWK\RXWKDW0F&DLQLVWKHSUHVLGHQW SHUKDSVWRDYRLG
GLYHUWLQJWKHGLVFXVVLRQ 6WLOO ZKDW\RXDVVHUWE\XWWHULQJLVWUXH 0F&DLQGRHVZHDU
DVXLWDQGWLHWRZRUN 6HFRQG , FRXOGXQGHUVWDQG\RXWREHWDONLQJDERXW2EDPD HYHQ
WKRXJK\RXGLGQ·WLQWHQGWREHWDONLQJDERXWKLP ,I, LQWHUSUHWHG\RXLQWKLVZD\ , ZRXOG
EHUHMHFWLQJ\RXUSUHVXSSRVLWLRQ 6WLOO , ZRXOGEHLQWHUSUHWLQJ\RXUXWWHUDQFHRIDVWUXH
6HH HJ 6WDOQDNHU   FI <DEOR 

7KXV RQHLWKHUSODXVLEOHLQWHUSUHWDWLRQRI\RXUXWWHUDQFH , VKRXOGWDNH\RXUMXGJPHQWDV
WUXH FRQWUDU\WRZKDWWKHJHQHUDOL]HGSUDJPDWLFHUURUWKHVLVLPSOLHV











IDOVHSUHVXSSRVLWLRQ ,QWKHQH[WVHFWLRQ , GLVFXVVDQRWLRQRISUHVXSSRVLWLRQWKDWKDVPRUH
RIDVHPDQWLFXQGHUSLQQLQJ DQGWKXVPD\\LHOGDPRUHSODXVLEOHHUURUWKHVLV
%HIRUH, PRYHRQ KRZHYHU , ZRXOGOLNHEULHÁ\WRPHQWLRQDSRVVLEOHUHYLVLRQRI7KHVLV
3ZKLFKÀWVEHWWHUZLWK7KHVLV3$FFRUGLQJWRWKLVUHYLVLRQ WKHHUURUWKDWSHRSOHFRPPLW
ZKHQWKH\PDNHPRUDOMXGJPHQWVLVQRWDVVHYHUHDV7KHVLV3 ZRXOGKDYHLW
7KHVLV3 7KH3UDJPDWLF(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWVSHDNHUVSUDJPDWLFDOO\SUHVXSSRVHWKDWWKHUHDUHZKHQWKH\PDNHPRUDOMXGJPHQWV WKH\PDNHWKHPLVWDNHRISUHVXSSRVLQJDIDOVHKRRG
7KHUHLVDQRWKHUZD\RILQWHUSUHWLQJZKDW\RXVD\ ZKLFKPD\OHDGWRIDOVLW\ , PLJKWXQGHUVWDQG\RXDVDVVHUWLQJWKHSURSRVLWLRQH[SUHVVHGE\WKHVHQWHQFH ´0F&DLQ ZKRLVWKHSUHVLGHQW ZHDUVDVXLWDQGWLHWRZRUNµ ,I\RXDVVHUWWKLVSURSRVLWLRQ WKHQ, VKRXOGLQWHUSUHW\RXUDVVHUWLRQDVXQWUXH 7ZRWKLQJVDERXWWKLV LLQWKHFRQWH[WDV, KDYHGHVFULEHGLW , WKLQNLWZRXOGEHXQFKDULWDEOHWRLQWHUSUHW\RXDVDVVHUWLQJWKDW0F&DLQLVSUHVLGHQW LQVWHDGRIPHUHO\SUHVXSSRVLQJLW DQGLLHYHQLI, LQWHUSUHWHG\RXUDVVHUWLRQLQWKLVZD\WKHVHPDQWLFYDOXHRI\RXUXWWHUDQFHVKRXOGEHLQWHUSUHWHGDVWUXH














SUHVXSSRVLQJWKLV )RU SHUKDSV WKLVKDVOHGPDQ\PRUDOWKHRULVWVWRELJPLVWDNHVGRZQ
WKHURDGLQWKHLUWKHRUL]LQJ ,Q0DFNLH·VRSLQLRQ LWLVDPLVWDNHIRUPRUDOWKHRULVWVWRWDNH
VHULRXVO\WKHRUGLQDU\SUHVXSSRVLWLRQWKDWWKHUHDUHREMHFWLYHYDOXHV 7KLV , EHOLHYH LVD




, EHOLHYHWKDW0DFNLHPD\HYHQKDYHWKRXJKWLWZDVD FRQYHQWLRQDOLPSOLFDWXUH RIPRUDOMXGJPHQWVWKDWWKHUHDUHREMHFWLYHYDOXHV 7KLVLVVXJJHVWHGLQDSDVVDJHRQSDJHRI (,5: ZKHUHKHZULWHV ´$QG, GRQRWWKLQNLWZRXOGEHJRLQJWRRIDUWRVD\WKDWWKLVDVVXPSWLRQ>LQREMHFWLYHYDOXHV@KDVEHHQLQFRUSRUDWHGLQWKHEDVLF FRQYHQWLRQDO PHDQLQJVRIPRUDOWHUPVµ %XWFRQYHQWLRQDOLPSOLFDWXUHGRHVQRWDVLWVHHPVVWDQGDUGO\WREHFRQFHLYHGDIIHFWWUXWKFRQGLWLRQV 6RXQGHUVWRRG WKHUHLVDQRWKHUYHUVLRQRIWKHGLVFRXUVHWKHVLVZKLFKZHPD\LQWHUSUHW0DFNLHDVDFFHSWLQJ WKDWPRUDOMXGJPHQWVFRQYHQWLRQDOO\LPSOLFDWHWKDWWKHUHDUHREMHFWLYHYDOXHV &I *ULFH  3RWWV  DQG6WDOQDNHU  RQFRQYHQWLRQDOLPSOLFDWXUH

 6HPDQWLF3UHVXSSRVLWLRQV
,QWKLVVHFWLRQ , H[SOLFDWHWZRVHPDQWLFFRQFHSWVRISUHVXSSRVLWLRQ 5RXJKO\ DMXGJ
PHQWVHPDQWLFDOO\SUHVXSSRVHVDSURSRVLWLRQZKHQWKHSURSRVLWLRQPXVWEHWUXHLQRUGHUIRU
WKHMXGJPHQWWRKDYHDWUXWKYDOXH :LWKWKHQHZFRQFHSWV , VWDWHWZRQHZYHUVLRQVRIWKH



















&I 6WDOQDNHU   










$ SURSRVLWLRQLVD )UHJHDQSUHVXSSRVLWLRQ IRUDQRWKHUSURSRVLWLRQMXVWLQFDVH LQRU
GHUIRUWKHVHFRQGSURSRVLWLRQWREHWUXHRUIDOVH WKHÀUVWSURSRVLWLRQPXVWEHWUXH 7KLV
QRWLRQRIVHPDQWLFSUHVXSSRVLWLRQLVIXQGDPHQWDOO\GHÀQHGRYHUSURSRVLWLRQV %XWWKHUH
LVDGHULYDWLYHVHQVHLQZKLFKLWFDQUHODWHVHQWHQFHVZLWKSURSRVLWLRQV 7KXV URXJKO\ D
VHQWHQFHKDVDSURSRVLWLRQDVD)UHJHDQSUHVXSSRVLWLRQZKHQWKHFRQWHQWRIWKHVHQWHQFH
FDQQRWEHHYDOXDWHGIRUWUXWKXQOHVVWKDWSURSRVLWLRQLVWUXH
$ SURSRVLWLRQLVD 6WUDZVRQLDQSUHVXSSRVLWLRQ RIDVHQWHQFHXWWHUDQFHMXVWLQFDVH LQ
RUGHUIRUWKHVHQWHQFHWRH[SUHVVDFRQWHQW WKDWSURSRVLWLRQPXVWEHWUXH 7KLVQRWLRQLV
IXQGDPHQWDOO\DUHODWLRQEHWZHHQVHQWHQFHXWWHUDQFHVDQGSURSRVLWLRQV 7KHUHLVQRFRUUH
7KHUHLVDQRWKHUQRWLRQRIVHPDQWLFSUHVXSSRVLWLRQ ZKLFKVHHPVWREHLPSRUWDQWLQWKHOLWHUDWXUH 2QWKLVQRWLRQ SUHVXSSRVLWLRQLVDUHODWLRQEHWZHHQLQWHUSUHWHGVHQWHQFHW\SHVDQGSURSRVLWLRQV ZKHUH¶6· SUHVXSSRVHV 3 ZKHQLWLVLPSRVVLEOHIRUVRPHRQHUDWLRQDOO\WRDVVHUWLYHO\XWWHU¶6· ZLWKRXWDOVRSUHVXSSRVLQJ 37KLVQRWLRQGRHVQRWWRWDOO\UHGXFHWRVSHDNHUSUHVXSSRVLWLRQKRZHYHU EHFDXVHRIWKHQRWLRQRIUDWLRQDOLW\WKDWLVFRQWDLQHGLQWKHGHÀQLWLRQ $FFRUGLQJWR6WDOQDNHU ´,Q>WKHVH@FDVHV RQHPD\MXVWKDYHWRZULWHSUHVXSSRVLWLRQFRQVWUDLQWVLQWRWKHGLFWLRQDU\HQWU\IRUDSDUWLFXODUZRUGµ  6HHDOVR<DEOR  IQ , GRQRWWRWDOO\XQGHUVWDQGZKDW6WDOQDNHUDQG<DEORDUHJHWWLQJDWKHUH %XW, VXSSRVHWKDWWKLVQRWLRQRISUHVXSSRVLWLRQLVVRUWRIDVHPDQWLFSUDJPDWLFFURVVEUHHG SDUWLDOO\GHÀQHGLQWHUPVRIWKHSUDJPDWLFQRWLRQRISUHVXSSRVLWLRQ SRVVLEO\SDUWLDOO\GHÀQHGLQWHUPVRIWKHQRWLRQRIFRQYHQWLRQDOLPSOLFDWXUH DQGSDUWLDOO\GHÀQHGLQWHUPVRIVRPHQRWLRQRIUDWLRQDOLW\ >, DPFRQIXVHGDERXWWKLV@
6HHDOVR6RDPHV  VHFWLRQ /DWHULQWKLVFKDSWHU ,·OOXVHWKHWHUPV¶ORJLFDOSUHVXSSRVLWLRQ·DQG¶H[SUHVVLYHSUHVXSSRVLWLRQWRUHIHU UHVSHFWLYHO\ WR)UHJHDQDQG6WUDZVRQLDQSUHVXSSRVLWLRQ , ERUURZWKLVWHUPLQRORJ\IURP6RDPHV 
,WLVFRQWURYHUVLDOZKHWKHUWKLVZDV6WUDZVRQ·VYLHZ DQG, PDNHQRFODLPDVWRKLVWRULFDODFFXUDF\ 6HH6RDPHV  VXEVHFWLRQ ZKHUHKHDUJXHVWKDW6WUDZVRQZDVPRUHRUOHVVFRQIXVHGDERXWZKDWQRWLRQRISUHVXSSRVLWLRQKHZDVWU\LQJWRHOXFLGDWH

VSRQGLQJGHULYDWLYHQRWLRQWKDWFDQV\VWHPDWLFDOO\UHODWHSURSRVLWLRQVZLWKRWKHUSURSRVL


























WKHUHDUHREMHFWLYHYDOXHV 7KHVLV) HQWDLOVQRVXFKWKLQJ ,QVWHDG LWVXJJHVWV ÀUVW WKDW
, KDYHWULHGWRFRPPXQLFDWHZLWK\RX , KDYHDVVHUWHGWKHSURSRVLWLRQWKDWZKDWWKHOLWWOH


















RQWKHLUSDUW $QGWKHPLVWDNHVPD\SLOHXS LIVSHDNHUVDUHQRWFDUHIXO $ SURSRQHQWRI




&RQVLGHU IRUH[DPSOH RQHRIWKHDERYHFDVHVRIQRQPRUDOSUHVXSSRVLWLRQ 6XSSRVH
WKDW, WHOO\RX
 7KH.LQJRI)UDQFHLVEDOG











WRWKHFDW 7KHVLV6 GRHVQRWHQWDLOWKDW, SUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHVZKHQ
, XWWHUVXFKDVHQWHQFH ,WGRHVHQWDLO MRLQWO\DORQJZLWK6WDOQDNHU·VDFFRXQWRIFRQYHU
VDWLRQDOUXOHV WKDW, PXVWSUHVXSSRVHWKDWWKHUHDUHREMHFWLYHYDOXHV LI, DPWREHDJRRG
FRQYHUVDWLRQDOSDUWLFLSDQW %XWGRHVLWSODXVLEO\LPSO\WKDW, KDYHWULHGWRDVVHUWDSURSRVL
WLRQ" 3UHVXPDEO\ , KDYHXWWHUHGDVHQWHQFHWKDW, EHOLHYH H[SUHVVHVLQIRUPDWLRQDERXWWKH
ZRUOG %XWLWVHHPVWKDWWKHSURSRQHQWRI7KHVLV6 PXVWVD\WKDW HYHQLI, SUHVXSSRVHWKDW
6HH6LPRQV IRUDGLVFXVVLRQRIWKLVLGHD








7KHVLV67KH6WUDZVRQLDQ(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWD6WUDZVRQLDQSUHVXSSRVLWLRQRIPRUDOMXGJPHQWVLVWKDWWKHUHDUHHLWKHULVSHDNHUVPDNHWKHHUURURIYLRODWLQJDFRQYHUVDWLRQDOUXOHLQPDNLQJPRUDOMXGJPHQWV RULLWKHLUPRUDOMXGJPHQWVDUHQHLWKHUWUXHQRUIDOVHEHFDXVHWKH\IDLOWRH[SUHVVSURSRVLWLRQV
$FFRUGLQJWRWKHFRPELQDWLRQRI7KHVHV66WKHUHDUHQRPRUDOSURSRVLWLRQVRXWWKHUHWR






7KHPLVWDNH RIFRXUVH LVQRWLVRODWHGWRSXEOLFFRQWH[WV ZKHUHSHRSOHVHHPWREH
FRPPXQLFDWLQJZLWKHDFKRWKHUDERXWPRUDOLW\ 7DNHDQH[DPSOHIURPWKHÀUVWFKDSWHURI












WKHHUURUWKHRU\ )LUVW , DUJXHWKDWERWKYLHZVKDYHDSUREOHPH[SODLQLQJZKDWLWLVZHDUH
GRLQJZKHQZHSDUWLFLSDWHLQPRUDOGLVFRXUVH ,QWXLWLYHO\ ZHSDVVLQIRUPDWLRQZLWKPRUDO
VWDWHPHQWV EXWLWLVQ·WFOHDUWKDWWKHVHYLHZVFDQDFFRPPRGDWHWKLVLQWXLWLRQ 6HFRQG ,
DUJXHWKDWWKHUHLVVRPH SULPDIDFLH UHDVRQWRUHMHFW7KHVLV6$VDUHVXOW XQOHVVVRPH
JRRGUDWLRQDOHIRUWKH6WUDZVRQLDQSRVLWLRQFDQEHIRXQG ZHVKRXOGUHMHFWLW







PRUDOEHOLHIV /LNHZLVH VLQFHFRPPXQLFDWLRQRILQIRUPDWLRQZRUNV YLD SURSRVLWLRQV LW
VHHPVWKDWRUGLQDU\SHRSOHFDQQRWFRPPXQLFDWHZKHQWKH\PDNHPRUDOMXGJPHQWV , WDNH
WKLVWRWHOODJDLQVWWKH6WUDZVRQLDQSRVLWLRQ $OORZPHWRH[SODLQ
:KHQ, XWWHUDIWHUJLYLQJ\RXDGHVFULSWLRQRIWKHDFWVRIWKHOLWWOHER\V , FRPPXQL









YLUWXHRIPHDQLQJWKDW, EHDUWKH VDLGUHODWLRQWRDFHUWDLQQDPHGSURSRVLWLRQ /LNHZLVH
VLQFHH[SUHVVHVQRSURSRVLWLRQLQWKHPDQ·VPRXWK FDQQRWWUXO\VD\RIKLPWKDWKH













GHUVWRRG WKH\VKRXOG\LHOGWKHUHVXOWWKDW DVDPDWWHURIQHFHVVLW\ WKHUHDUHQRREMHFWLYH




SRVLWLRQ SURSRVLWLRQVUHGXFHWRVHWVRISRVVLEOHZRUOGV RU HTXLYDOHQWO\ IXQFWLRQVIURP
SRVVLEOHZRUOGVLQWRWUXWKYDOXHV ,IZHFRQWLQXHWRXVHWKHDSSDUDWXVRISRVVLEOHZRUOGV
VHPDQWLFV WKHQZHKDYHDQHDV\ZD\RIUHSUHVHQWLQJSURSRVLWLRQVZLWK)UHJHDQSUHVXSSR
VLWLRQV ,IDSURSRVLWLRQ 4SUHVXSSRVHV 3WKHQWKHIXQFWLRQIURPZRUOGVWRWUXWKYDOXHV




ZKHUH 3 LVWUXH WKHQWKHFROXPQRQWKHOHIWKDVDQHQWU\IRUWKDWZRUOG ZKLFKFRUUHVSRQGV
WRDQHQWU\LQWKHULJKWFROXPQZLWKHLWKHU¶7UXH·RU¶)DOVH·ZKLFKHYHUYDOXH 4 KDVDWWKH





















2IFRXUVH WKLVLVMXVWDQDUWLIDFWRIP\FKRLFHWRUHSUHVHQWWKHVHSDUWLDOO\GHÀQHGSURSRVLWLRQVLQWKLVZD\:HFRXOGDGRSWDZD\RILQFOXGLQJHQWULHVIRU´XQGHÀQHGµZRUOGV E\OHWWLQJWKHUHEHDWKLUGWUXWKYDOXH¶,·IRU¶LQGHWHUPLQDWH· ,IZHZHQWWKLVZD\ WKHUKHWRULFWKDW, XVHZRXOGEHORVW EXWWKHSKLORVRSKLFDOSRLQWZRXOGUHPDLQ















































VHQWHQFHRIWKHVDOLHQWODQJXDJH 7KXV GRHVQ·W SURSHUO\VSHDNLQJ H[SUHVVDSURSRVLWLRQ
LQP\FRQWH[W HYHQRQWKHVXSSRVLWLRQWKDW¶)LGR·UHIHUVWRVRPHSDUWLFXODUWKLQJ




































LFDWH WKHQWKHUHLVUHDVRQWRWKLQNWKHSUHGLFDWHLVPHDQLQJIXO /LNHZLVH LIZHRUGLQDULO\
UHSRUWSHRSOHDVPDNLQJDVVHUWLRQVWKDWLQYROYHDSUHGLFDWH WKHQWKHUHLVUHDVRQWRWKLQNWKH
SUHGLFDWHLVPHDQLQJIXO 7KLVLGHDLVQRWXQFRPPRQ )RUH[DPSOH 6WHSKHQ6FKLIIHUZULWHV







$ SURSRQHQWRIWKLVYLHZPLJKWDWWHPSWWRH[SODLQWKLVHYLGHQFHDZD\ YLD KLVDOWHUQDWLYH





,QWKHQH[WFKDSWHU , SURYLGHWKHPDWHULDOVIRUDQRWKHUDUJXPHQWWRWKHHIIHFWWKDWWKHVHTXHVWLRQVDUHLQGHSHQGHQW , DUJXHWKDWWKHUHDUHFRQFHSWLRQVRISURSHUWLHVDV´PHDQLQJVµDQGFRQFHSWLRQVRISURSHUWLHVDVPRUH´IXQGDPHQWDOµFRQVWLWXHQWVRIWKHZRUOG , DOVRDUJXHWKDWREMHFWLYHYDOXHSURSHUWLHVDUHVXSSRVHGWREHWKHODWWHUNLQGRISURSHUW\ %XWVLQFHWKHTXHVWLRQRIWKHH[LVWHQFHRI´PHDQLQJVµLVLQGHSHQGHQWRITXHVWLRQVDERXW´IXQGDPHQWDOµSURSHUWLHV WKHUHLVYHU\JRRGUHDVRQWRWKLQNPRUDOSUHGLFDWHVKDYHPHDQLQJHYHQLIWKHUHDUHQRREMHFWLYHYDOXHV 6HHWKHQH[WFKDSWHUIRUGHWDLOV

$ SURSRQHQWRI7KHVHV66 PD\EHXQVDWLVÀHGZLWKP\DUJXPHQWVWKXVIDU 5HFDOO
WKDW, KDYHVXSSRVHGWKDWWKHRQO\SODXVLEOHFDVHVRIH[SUHVVLYHSUHVXSSRVLWLRQIDLOXUHDUH
VHQWHQFHVZLWKSDUWVWKDW IDLOWRGHWHUPLQHPHDQLQJV ,WLVKHUHWKDWWKHHUURUWKHRULVWPD\
EDON ,QVWHDG KHPD\FODLP RWKHUSODXVLEOHFDVHVRIH[SUHVVLYHSUHVXSSRVLWLRQIDLOXUHDUH
VHQWHQFHVZKRVHSDUWV IDLOWRGHWHUPLQHUHIHUHQFH 7KHWKHRULVWZKRGLVWLQJXLVKHVPHDQLQJ





1RZ WKHSURSRQHQWRI7KHVLV6 PD\JRRQWRFODLPWKDW LQRUGHUIRUWRH[SUHVVD
SURSRVLWLRQ HDFKRIDGPXVWREWDLQ /HWXVVXSSRVHWKDWQRQHRIDFFDQSODXVLEO\EH
WDNHQWREHWKDWLQYLUWXHRIZKLFKVXIIHUVIURPSUHVXSSRVLWLRQIDLOXUH ,QVWHDG LWVHHPV
WKDWGPXVWEHWKHFXOSULW 7KHSUREOHP IRUWKLVYLHZ LVWRPDNHH[SOLFLWZKDWLWPHDQV
IRUDSUHGLFDWHH[SUHVVLRQWR´IDLOWRUHIHUµ 7KHUHDUHDFRXSOHRISRVVLEOHZD\VRIÁHVKLQJ



























DQRWKHUDOWHUQDWLYHDYDLODEOH ZKLFKGRHVQ·WIDLOIRUUHDVRQVVLPLODUWRWKHDERYH WKHQ, DP
XQDZDUHRILW
-R\FHVXJJHVWVDWWKLVYLHZLQ  +HUHPDLQVHQWLUHO\DJQRVWLF KRZHYHU DERXWKRZWRFRQFHLYHRIUHIHUHQFHIRUSUHGLFDWHV +HVD\VWKDWLWLVD¶WDVNIRUPHWDSK\VLFLDQV· FI D VHFWLRQ















, VXSSRVHWKDW LQRUGHUIRUVRPHRQHWREHDEDFKHORU KHKDVWREHDQDGXOWPDOH /LNH
ZLVH DSHUVRQFDQQRWOLWHUDOO\EHDEDFKHORUXQOHVVKHLVXQPDUULHG , WDNHWKHVHFRQVWUDLQWV
RQEDFKHORUKRRGWREHDEVROXWHO\QHFHVVDU\ 7KHUHLVQRJHQXLQH LQWHUHVWLQJVHQVHRI¶SRV
VLEOH·RQZKLFKLWZRXOGEHWUXHWRVD\WKDWLW·VSRVVLEOHIRUWKHUHWREHDEDFKHORUWKDWLV
QRWDQDGXOW QRWPDOH RUQRWXQPDUULHG 2IFRXUVH DVHQWHQFHRIWKHIRUPRILVQ·WD
ORJLFDOFRQWUDGLFWLRQ VRZKDWH[SODQDWLRQFRXOGZHKDYHIRUWKLVQHFHVVLW\"




 ,I [ LVDEDFKHORU WKHQ [ LVDQXQPDUULHGDGXOWPDOH

,QWKHVWDQGDUGWHUPLQRORJ\ LWLVD FRQFHSWXDO RU DQDO\WLFWUXWKWKDWDOOEDFKHORUVDUHXQ























SUHVXSSRVHVLW 6HFRQG DSURSRVLWLRQLV SUHVXSSRVHGE\RXUPRUDOGLVFRXUVH LIDQGRQO\LI
RXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWSURSRVLWLRQ 7KHVHGHÀQLWLRQVKHOSWRPDNH
DSSDUHQWDFRQQHFWLRQEHWZHHQSUHVXSSRVLWLRQDQGHQWDLOPHQW YL] WKHUHLVDFRQFHSWRI


















7KLVIDFWDERXWDQDO\WLFHQWDLOPHQW DV, DPXQGHUVWDQGLQJWKHQRWLRQ PDNHVLWGLVWLQFW
IURPWKHQRWLRQVRIORJLFDODQGH[SUHVVLYHSUHVXSSRVLWLRQ :KHQDVHQWHQFHH[SUHVVLYHO\
&I /HZLV  

SUHVXSSRVHVDSURSRVLWLRQ DQGWKDWSURSRVLWLRQLVIDOVH WKHVHQWHQFHIDLOVHYHQWRH[SUHVVD









7KHVLV(7KH(QWDLOPHQW(UURU7KHVLV 6LQFHWKHUHDUHQRREMHFWLYHYDOXHV EXWRXUPRUDOMXGJPHQWVDQDO\WLFDOO\HQWDLOWKDWWKHUHDUH DOORXUPRUDOMXGJPHQWVDUHIDOVH
2Q7KHVLV(VSHDNHUVPDNHWKHHUURURIFRPPLWWLQJWKHPVHOYHVWRIDOVHKRRGVZKHQHYHU
WKH\PDNHPRUDOMXGJPHQWV LI\RXKDYHDPRUDOEHOLHI WKHQLWLVIDOVH LI\RXPDNHDPRUDO
DVVHUWLRQ LWLVIDOVH






RWKHUWZRSRVLWLRQV VLQFH DFFRUGLQJWRLW WKHSURSHUVHPDQWLFVIRUPRUDOMXGJPHQWVZLOO
7KHUHDUHEURDGHUQRWLRQVRIHQWDLOPHQWWKDWRQHPLJKWOLNHWRFDOO¶DQDO\WLFHQWDLOPHQW· RQZKLFKDOOORJLFDOSUHVXSSRVLWLRQVDUHHQWDLOPHQWV %XW, KHUE\VWLSXODWHWKDW¶DQDO\WLFHQWDLOPHQW· LQP\PRXWK LVWRSLFNRXWQRQSUHVXSSRVLWLRQDOHQWDLOPHQWV 2QHPLJKWOLNHWRFDOOWKHP¶PHUHDQDO\WLFHQWDLOPHQWV·










DVVLJQPHQWVWRSRVVLEOHZRUOGV 2QWKLVDVVXPSWLRQ 7KHVLV( LGHQWLÀHVDOOSURSRVLWLRQV
H[SUHVVHGE\PRUDOMXGJPHQWVZLWKDXQLTXHQHFHVVDULO\IDOVHSURSRVLWLRQ ZKLOH7KHVLV)
LPSOLHVWKDWPRUDOMXGJPHQWVRQHDQGDOOH[SUHVVWKHVDPHQHFHVVDULO\JDSS\SURSRVLWLRQ
 $ :RUU\IRU7KHVHV( DQG)
,QWKLVVHFWLRQ , ZLOOVNHWFKDSUREOHPIRUWKHFRKHUHQFHRI7KHVHV( DQG) DQGWKH
SRVLWLRQVWKDWWKH\UHSUHVHQW ,QWKHHQG , EHOLHYHWKDWWKLVLVRQO\DQDSSDUHQWSUREOHP ,WLVD
ZRUU\WKDWFDQHDVLO\EHPHW EXWRQO\E\ÀUVWUHFRJQL]LQJYDULRXVPHWDSK\VLFDOGLVWLQFWLRQV





























,QVWHDG LWVHHPVWKDWLWPXVWEHLQYLUWXHRIWKHPHDQLQJRI¶ZDVZURQJ· YL] ZURQJQHVV








































7KHVLV 7KH0HWDSK\VLFDO7KHVLV 7KHUHLVVRPHWKLQJVHULRXVO\GHIHFWLYHZLWKPRUDOUHDOLW\ YL] LWLVVXSSRVHGWREHREMHFWLYH
7KURXJKRXWFKDSWHU , VXSSRVHGWKDW DFFRUGLQJWRDVWDQGDUGHUURUWKHRULVW PRUDOLW\LV
REMHFWLYHMXVWLQFDVHWKHUHDUHREMHFWLYHYDOXHV , DOVRDVVXPHGWKDWDQREMHFWLYHYDOXH
ZRXOGEHDFHUWDLQNLQGRISURSHUW\ 6LQFHWKHVHDVVXPSWLRQVDUHVRPHZKDWVWDQGDUGLQ




$WWKHFORVHRIWKHFKDSWHU KRZHYHU , LQWURGXFHGDSUREOHPIRUWKHVHYHUVLRQVRIWKH
























HUWLHV QRWPHUHO\GLIIHUHQFHVLQWKHRULHVDERXWWKHSURSHUWLHV , FDOOWKLVYLHZ¶SOXUDOLVP
DERXWSURSHUWLHV· $VDUHVXOWRIWKLVSOXUDOLVP LWLVSRVVLEOHWKDWWKHSUREOHPRIHQWDLOPHQW
DULVHVIURPVRPHWKLQJOLNHDQHTXLYRFDWLRQRQ¶SURSHUW\·









0DFNLHEHJLQV (WKLFV ,QYHQWLQJ5LJKWDQG:URQJ ZLWKD´EDOGVWDWHPHQWµRIKLVPHWD
SK\VLFDOWKHVLV ´7KHUHDUHQRREMHFWLYHYDOXHVµ +HFDOOVWKLVFODLP¶PRUDOVNHSWLFLVP·
DQGDGGV
PRUDOVNHSWLFLVPLVDQRQWRORJLFDOWKHVLV QRWDOLQJXLVWLFRUFRQFHSWXDORQH ,WLVQRW OLNHWKHRWKHUGRFWULQHRIWHQFDOOHGPRUDOVXEMHFWLYLVP DYLHZDERXWWKHPHDQLQJVRIPRUDOVWDWHPHQWV $JDLQ QRGRXEW LILWLVWREHDWDOOSODXVLEOH LWZLOOKDYHWRJLYHVRPHDFFRXQWRIWKHLUPHDQLQJV %XWWKLVWRRZLOOEHDGHYHORSPHQWRIWKHWKHRU\ DQGQRWLWVFRUH  
7KDWDQHUURUWKHRULVWZLOOKROGVXFKDQRQWRORJLFDOWKHVLVKDVEHHQWDNHQIRUJUDQWHGLQWKH
OLWHUDWXUH :KLOHFRPSDULQJKLVDFFRXQWRIYDOXHVWR0DFNLH·V 'DYLG/HZLVZULWHV
6WULFWO\VSHDNLQJ QRWKLQJVKDOOJHWWKHQDPH>RI¶YDOXH·@ZLWKRXWGHVHUYLQJLWSHUIHFWO\ 6WULFWO\VSHDNLQJ 0DFNLHLVULJKW JHQXLQHYDOXHVZRXOGKDYHWRPHHWDQLPSRVVLEOHFRQGLWLRQ VRLWLVDQHUURUWRWKLQNWKHUHDUHDQ\ /RRVHO\VSHDNLQJ WKHQDPHPD\JRWRDFODLPDQWWKDWGHVHUYHVLWLPSHUIHFWO\  7KHQLVP\SRVLWLRQDIRUPRIUHDOLVPDERXWYDOXHV" ²,UUHDOLVPDERXWYDOXHVVWULFWO\VSHDNLQJ UHDOLVPDERXWYDOXHVORRVHO\VSHDNLQJ 7KHIRUPHUGRQRWH[LVW 7KHODWWHUGR  
1RODQHWDO ZULWH
0RUDOGLVFRXUVH SUHVXSSRVHVWKDWWKHUHDUHREMHFWLYHPRUDOWUXWKV EXWWKHRQWRORJ\WKLVWDONVHHPVWRSUHVXSSRVHLVVWUDQJH QRQQDWXUDO DQG0RRUHDQ 6RZHVHHPWRIDFHDGLOHPPD HLWKHUHPEUDFHDQDOLHQRQWRORJ\ZKLFKZHKDYHJRRGUHDVRQWRUHMHFW RUEHFRPHHOLPLQDWLYLVWVDERXWPRUDOLW\DQGDJUHHWKDWDOOSRVLWLYHPRUDOFODLPVDUHIDOVH VLQFHWKHUHDUHQRTXHHUREMHFWLYHO\SUHVFULSWLYHHQWLWLHVRIWKHVRUWVXFKFODLPVSUHVXSSRVH  
7KLVRQWRORJLFDOYHUVLRQRIWKHPHWDSK\VLFDOWKHVLVWKXVVHHPVWREHWKHPDLQIRUPLQWKH
OLWHUDWXUH 2QWKLVYLHZ WKHUHDUHQRREMHFWLYHPRUDOYDOXHSURSHUWLHV RU PRUHJHQHUDOO\
WKHUHDUHQRPRUDOSURSHUWLHVDWDOO 2QDVWURQJHUYHUVLRQRIWKHWKHVLV WKLVQRQH[LVWHQFH
FODLPKROGVQHFHVVDULO\ WKHUHFDQEHQRPRUDOSURSHUWLHV





>0DFNLH·V@YLHZ«LVWKDWLQRUGLQDU\XVH>PRUDO@ZRUGVFRQQRWHREMHFWLYHSURSHUWLHVRIDFWLRQV HWF WKHHUURU«LVDIDFWXDORQH SHRSOHWKLQNWKDWDFWLRQVKDYHWKHVHPRUDOSURSHUWLHV EXWWKH\GRQRWKDYHWKHP VLQFHWKHUHDUHQRVXFKSURSHUWLHVQRWLQWKHVHQVHWKDWWKHZRUGVFRQQRWHQRWKLQJ EXWLQWKHVHQVHWKDWQRWKLQJDFWXDOO\KDVWKHSURSHUWLHVZKLFKWKH\FRQQRWH  
6LPLODUO\ 6KDIHU/DQGDXZULWHV




WKHPHWDSK\VLFDOWKHVLV 6RPHWLPHV LWLVDQRQWRORJLFDOFODLP DERXWWKHQRQH[LVWHQFHRI
FHUWDLQNLQGVRIHQWLWLHV 2WKHUWLPHV LWVHHPVWRSUHVXSSRVHWKHH[LVWHQFHRIWKHVHNLQGV
RIHQWLWLHV DQGLWDVVHUWVVRPHWKLQJDERXWWKHPWRWKHHIIHFWWKDWWKH\DUHGHIHFWLYH LQWKH
DERYHSDVVDJHV WKHGHIHFWLVWKDWWKHPRUDOSURSHUWLHVDUHQRWLQVWDQWLDWHG 6HFRQG DOWKRXJK
WKHUHLVWKLVYDULDWLRQLQWKHOLWHUDWXUH WKHGRPLQDQWIRUPRIWKHPHWDSK\VLFDOWKHVLVLVWKH
RQWRORJLFDOFRQVWUXDO DFFRUGLQJWRZKLFKWKRVHELWVRIPRUDORQWRORJ\GRQRWH[LVW :KHQ












7KHVLV27KH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRREMHFWLYHYDOXHV
7KHVSHFLÀFSDUWRI7KHVLV2 EDQLVKHVRQO\REMHFWLYHYDOXHSURSHUWLHVIURPH[LVWHQFH
7KXV LILWZHUHWUXH WKHQWKHUHZRXOGSUHVXPDEO\EHQRVXFKSURSHUWLHVDVPRUDOJRRGQHVV
DQGEDGQHVV 7KHWKHVLVWDNHQJHQHUDOO\ KRZHYHU HQWDLOVWKDWQRPRUDOSURSHUWLHVZKDWHYHU
H[LVW QRWRQO\DUHWKHUHQRYDOXHSURSHUWLHV QHLWKHUDUHWKHUHSURSHUWLHVRIPRUDOULJKWQHVV






















6& 1R3URSRVLWLRQV 1R(QWDLOPHQW ,IDVWDWHPHQWGRHVQ·WH[SUHVVDSURSRVLWLRQ WKHQLWHQWDLOVQRWKLQJ
7KHUHDUHWZRNLQGVRIFRXQWHUH[DPSOHWR6& )LUVW RQHPLJKWFODLPWKDWVWDWHPHQWV
FDQKDYHHQWDLOPHQWV LUUHVSHFWLYHRIZKHWKHUWKH\H[SUHVVSURSRVLWLRQV )RUH[DPSOH LQD











WKHYDJXHSUHGLFDWH¶EDOG· DWEHVW LWH[SUHVVHVDUDQJHRISURSRVLWLRQV FRUUHVSRQGLQJWR
WKHYDULRXVZD\VRIPDNLQJSUHFLVHWKHPHDQLQJRI¶EDOG· 1RQHWKHOHVV LWVHHPVWKDWWKLV

VWDWHPHQWHQWDLOVWKDW-RKQLVDEDOGPDQ $OWKRXJK DJDLQ WKLVLVDJHQXLQHFRXQWHUH[DPSOH








WHQWV WKHQQHLWKHUGRHVWKHZKROHLWVHOI )RUH[DPSOH LI, XWWHU¶2EDPDLVEXPEO\GRRGOH·
P\VWDWHPHQWZLOOQRWH[SUHVVDSURSRVLWLRQ VRORQJDV¶EXPEO\GRRGOH·LVPHUHQRQVHQVH
6& 1R3URSHUWLHV 1R3URSRVLWLRQV ,IDSUHGLFDWHGRHVQ·WH[SUHVVDSURSHUW\ WKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ



























































2QHPLJKW KRZHYHU EHZLOOLQJWRWKURZ0DFNLH·VH[SOLFLWIRUPXODWLRQWRWKHGRJV DQG









´,IWKHUHZHUHPHQWDOLW\ LWZRXOGKDYHWREHDQLUUHGXFLEOHSURSHUW\RIDTXHHUVRUWRIPHQWDOVXEVWDQFH YL] D PLQG %XWWKHUHDUHQRVXFKVXEVWDQFHVWKHVXFFHVVRIWKHHPSLULFDOVFLHQFHVKDVPDGHLWYHU\SODXVLEOHWKDWZHFDQKDYHDFRPSOHWHH[SODQDWLRQRIWKHZRUOGWKDWGRHVQ·WUHTXLUHWKHH[LVWHQFHRIPLQGV 6R WKHUHDUHQRPHQWDOSURSHUWLHV %XWZHPDNHVWDWHPHQWVWKDWHQWDLOWKHH[LVWHQFHRIPHQWDOLW\ HJ VWDWHPHQWVWKDWLQYROYHEHOLHI LQWHQWLRQ DQGWKHOLNH 6R WKHVHVWDWHPHQWVDUHDOOIDOVHµ












´7KHDEVROXWHSUHVHQW ZHUHWKHUHWREHVXFKDSURSHUW\ ZRXOGUHTXLUHWKDWWKHODZVRIQDWXUHSULYLOHJHDFHUWDLQZD\RIFDUYLQJXSWKHZRUOGLQWRWLPHVOLFHV %XWWKHODZVRIQDWXUHGRQRVXFKSULYLOHJLQJ WKHSODXVLELOLW\RI(LQVWHLQ·VWKHRU\RIVSHFLDOUHODWLYLW\LVHYLGHQFHHQRXJKIRUWKDW 6R WKHUHLVQR
6HH HJ /HZLV 
6HH HJ -DQLV 

DEVROXWHSUHVHQWQHVV %XWZHPDNHVWDWHPHQWVWKDWHQWDLOWKHH[LVWHQFHRIVXFKDSURSHUW\ HJ VWDWHPHQWVWRWKHHIIHFWWKDWVRPHHYHQWLVKDSSHQLQJ QRZ 6RWKHVHVWDWHPHQWVDUHDOOIDOVHµ











DGXOWZKRLVQ·WDSKLORVRSKHU ZKHWKHU6DQWDH[LVWV KH·OOWHOO\RX¶1R· OLNHZLVHLI\RXDVN


















6& 1R&RQWHQWV 1R3URSRVLWLRQV ,IDQDPHGRHVQ·WKDYHDFRQWHQWWKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ
7KHSUREOHPRIUHIHUHQFHIDLOXUH WKHQ JRHVDVIROORZV :KHUHDVWKHFRQWHQWRIDSUHGLFDWH
ZRXOGEHWKHSURSHUW\LWH[SUHVVHV WKHFRQWHQWRIDQDPHZRXOGEHLWVUHIHUHQW ,WZRXOG
VHHPWRIROORZIURP207KRZHYHU WKDW¶6DQWD&ODXV·GRHVQ·WKDYHDUHIHUHQW DQGVR





























6HH HJ 6RDPHV  DQG  YDQ,QZDJHQ  6DOPRQ  DQG&DSODQ 
(YHQGLUHFWUHIHUHQFHYLHZVDERXWQDPHVWU\WRVDYHRUGLQDU\WKRXJKW $FFRUGLQJWRWKHVHYLHZV LIZHLQWHUSUHW207 VWULFWO\ LWHLWKHUFRPHVRXWIDOVHRUHOVHGRHVQ·WH[SUHVVDSURSRVLWLRQ 7KDWLV VXFKYLHZVKROGWKDWZKHQSHRSOHXWWHUFODLPVOLNH207ZKDWWKH\´UHDOO\PHDQµLVWKDW WKHUHLVQR SHUVRQZKRLVLGHQWLFDOZLWK6DQWD RUHOVHWKDW WKHUHLVQR WKLQJWKDWVDWLVÀHVWKHGHVFULSWLYHSURSHUWLHVDUHJHQHUDOO\DVVRFLDWHGZLWKWKHQDPH¶6DQWD&ODXV·VHHWKHUHIHUHQFHVWR6RDPHV 6DOPRQ DQGYDQ,QZDJHQ DERYH &OHDUO\ HYHQWKHVHGLUHFWUHIHUHQFHYLHZVKROGWKDWWKHLGHDWKDWXQGHUOLHV207 LVWUXH 7KDWLVDOO, QHHGIRUP\DUJXPHQWLQWKLVVHFWLRQ IRU LQZKDWIROORZV ,·OODUJXHWKDWZKLOH7KHVLV2 LVIDOVHRQRQHLQWHUSUHWDWLRQ LWLVWUXHRQDQRWKHU
, DPHYHQZLOOLQJWRFODLPWKDW\RXRXJKWWRH[SHFWWKHVROXWLRQVWREHSDUDOOHO 0\VROXWLRQWRWKHSUREOHPRIHQWDLOPHQWLVURXJKO\SDUDOOHOWRD)UHJHDQVROXWLRQWRWKHSUREOHPRIUHIHUHQFHIDLOXUH 2QHZD\RIFRQVWUXLQJ)UHJH·VVROXWLRQLVWRVD\WKDWLKHDFFHSWV207 DQG2'7EXWLLKHDOVRDFFHSWVWZRNLQGRIFRQWHQW VHQVHDQGUHIHUHQFH $QGZKLOHKHDFFHSWV6&RQLWVVHQVHGLVDPELJXDWLRQ KHUHMHFWVLWRQLWVUHIHUHQFHGLVDPELJXDWLRQ $VKHZRXOGSXWLW VHQWHQFHVWKDWLQYROYHUHIHUHQFHIDLOXUHHJ ¶2G\VVHXVGHHSO\DVOHHSGLVHPEDUNHGDW,WKDFD·VWLOO´H[SUHVVWKRXJKWVµ HYHQWKRXJKWKH\GRQRW´KDYHUHIHUHQFHµWKH\GRQRWUHIHUWRWKH7UXHRUWRWKH)DOVH :HZLOOVHHWKDWRXUHUURUWKHRULVWVKRXOGDFFHSWFRUUHODWHVRI207 DQG2'7DQGVKRXOGGUDZDSDUDOOHOGLVWLQFWLRQWRWKHRQH)UHJHGUDZV













,W·VQRWDVLIZHKDYHÀ[HGRQFHDQGIRUDOO LQVRPHSHUIHFWO\GHÀQLWHDQGXQHTXLYRFDOZD\ RQWKHWKLQJVZHFDOO¶WKHSURSHUWLHV· 5DWKHU ZHKDYHWKHZRUG¶SURSHUW\· LQWURGXFHGE\ZD\RIDYDULHGUHSHUWRU\RIRUGLQDU\DQGSKLORVRSKLFDOXVHV 7KHZRUGKDVWKHUHE\EHFRPHDVVRFLDWHGZLWKDUROHLQRXUFRPPRQVHQVLFDOWKRXJKWDQGLQDYDULHW\RISKLORVRSKLFDOWKHRULHV 7RGHVHUYHWKHQDPHRI¶SURSHUW\·LVWREHVXLWHGWRSOD\WKHULJKWWKHRUHWLFDOUROHRUEHWWHU WREHRQHRIDFODVVRIHQWLWLHVZKLFKWRJHWKHUDUHVXLWHGWRSOD\WKHULJKWUROHFROOHFWLYHO\ %XWLWLVZURQJWRVSHDNRI WKH UROHDVVRFLDWHGZLWKWKHZRUG¶SURSHUW\· DVLILWZHUHIXOO\DQGXQFRQWURYHUVLDOO\VHWWOHG 7KHFRQFHSWLRQLVLQFRQVLGHUDEOHGLVDUUD\ ,WFRPHVLQPDQ\YHUVLRQV GLIIHULQJLQDQXPEHURIZD\V  
+HGLVWLQJXLVKHVDFRXSOHRIFRQFHSWLRQV
6RPHWLPHVZHFRQFHLYHRISURSHUWLHVDV DEXQGDQW VRPHWLPHVDV VSDUVH7KHDEXQGDQWSURSHUWLHVPD\EHDVH[WULQVLF DVJUXHVRPHO\JHUU\PDQGHUHG DVPLVFHOODQHRXVO\GLVMXQFWLYH DV\RXSOHDVH 7KH\SD\QRKHHGWRWKHTXDOLWDWLYHMRLQWV EXWFDUYHXSWKLQJVLQHYHU\ZKLFKZD\ 6KDULQJWKHPKDVQRWKLQJWRGRZLWKVLPLODULW\ 7KHUHLVRQHRIWKHPIRUDQ\FRQGLWLRQZHFRXOGHYHUZULWHGRZQ ,QIDFW WKHSURSHUWLHVDUHDVDEXQGDQWDVWKHVHWVWKHPVHOYHV EHFDXVH
6HH/HZLV   DQG 

IRUDQ\VHWZKDWHYHU WKHUHLVWKHSURSHUW\RIEHORQJLQJWRWKDWVHW  7KHVSDUVHSURSHUWLHVDUHDQRWKHUVWRU\ 6KDULQJWKHPPDNHVIRUTXDOLWDWLYHVLPLODULW\ WKH\FDUYHDWWKHMRLQWV WKH\DUHLQWULQVLF WKH\DUHKLJKO\VSHFLÀF WKHVHWVRIWKHLULQVWDQFHVDUH LSVRIDFWR QRWHQWLUHO\PLVFHOODQHRXV WKHUHDUHRQO\MXVWHQRXJKRIWKHPWRFKDUDFWHUL]HWKLQJVFRPSOHWHO\DQGZLWKRXWUHGXQGDQF\ 
)LQDOO\ KHRIIHUVDPHWKRGRORJLFDOVXJJHVWLRQ
















, KHUHXVH¶NLQG·LQDVRUWRIYDJXH SUHDQDO\WLFIDVKLRQ ,·OOVSHDNDVLI´WKHSURSHUWLHVµDQG´WKHSURSRVLWLRQVµGHOLPLW´NLQGVµ %XWWKHUHLVDQRWKHU SRVWDQDO\WLFVHQVHRI¶NLQG· RQZKLFKGLIIHUHQWFRQFHSWLRQVRISURSHUWLHVRUSURSRVLWLRQVPD\FRUUHVSRQGWRUDGLFDOO\GLIIHUHQW´NLQGVµRIHQWLW\IRUH[DPSOHSURSHUWLHVRQRQHFRQFHSWLRQPD\EHEHVWWKRXJKWRIDV$ULVWRWHOLDQXQLYHUVDOV ZKLOHRQDQRWKHUWKH\PD\EHEHVWWKRXJKWRIDVFODVVHV ,WLVLPSRUWDQWQRWWRFRQIXVHWKHVHWZRXVHVRIWKHZRUGLQZKDWIROORZV

SULPDU\EHDUHUVRIWUXWKDQGIDOVLW\ DQGDVWKHREMHFWVRIRXUDWWLWXGHVRIEHOLHI GHVLUH DQG
WKHOLNH $ SURSHUW\UROH WKHQ LVDFRQGLWLRQWKDWHQWLWLHVPXVWVDWLVI\LQRUGHUWRFRXQWDV
SURSHUWLHV ,WLVLPSRUWDQWWKDWUROHV DV, DPFRQFHLYLQJWKHP DUHDQDO\WLFRIWKHLUVXEMHFW
PDWWHUV LW·VSDUWRIWKHFRQFHSWRIDSURSRVLWLRQWKDWSURSRVLWLRQVDUHWKHSULPDU\EHDUHUV
RIWUXWKDQGIDOVLW\ ,WLVDOVRLPSRUWDQWWRQRWHWKDWZHVKRXOGQRWH[SHFWDQ\SHUIHFWO\


















, GRQRWLQWHQGWRGHÀQH/HZLV·VXVDJHRI¶FRQFHSWLRQ·LQWKHDERYHSDVVDJHV 7KHLQWXLWLYHGLIIHUHQFHEHWZHHQWKHVHWZRVHQVHVRI¶FRQFHSWLRQ·KROGVLQYLUWXHRIWKHIDFWWKDW/HZLVXVHVWKHWHUPYDJXHO\WRWDONDERXWDSUHDQDO\WLFQRWLRQ ZKHUHDV, XVHLWWRWDONSUHFLVHO\DERXWDSRVWDQDO\WLFQRWLRQ 7KLVURXJKO\FRUUHVSRQGVWRWKHGLIIHUHQFHEHWZHHQWKHWZRVHQVHVRI¶NLQG·WKDW, QRWHGDERYH )RUDXVDJHRI¶FRQFHSWLRQ·WKDWLVPRVWVLPLODUWRPLQH VHH%ULFNHU 

7KHVHFULWHULDPD\EHWKRXJKWRIDVGHULYLQJIURPWKHYDJXHUROHVWKDWWKHFRQFHSWLRQLV
VXSSRVHGWRFDSWXUH 7KXV RQDFHUWDLQSRVVLEOHZRUOGVFRQFHSWLRQRISURSRVLWLRQ SURSR
VLWLRQVDUHLGHQWLFDOZKHQWKH\DUHWUXHDWDOOWKHVDPHSRVVLEOHZRUOGV DQGEHOLHYHGRU
GLVEHOLHYHG WRWKHVDPHGHJUHH E\DOOWKHVDPHLQGLYLGXDOV RWKHUZLVH WKH\DUHGLVWLQFW
'LIIHUHQWFRQFHSWLRQVRISURSHUWLHVZLOOFRPHSUHSDFNDJHGZLWKGLIIHUHQWFULWHULDRILQGL
YLGXDWLRQ GHSHQGLQJXSRQZKLFKUROHVWKHFRQFHSWLRQLVPHDQWWRFDSWXUH ,WLVFUXFLDOWR
QRWHWKDW VLQFHUROHVDUHDQDO\WLFRIWKHLUNLQGV WKHFULWHULDRILQGLYLGXDWLRQDUH DVDUHVXOW








WKHQKHWKHUHE\DFFHSWVWKDWFRQFHSWLRQRISURSRVLWLRQV /LNHZLVH DSKLORVRSKHU DFFHSWVD
FRQFHSWLRQRISURSHUWLHV ZKHQKHDFFHSWVHQWLWLHVWKDWWRJHWKHUPD\ÀOOWKHUROHVRIWKHFRQ
FHSWLRQDQGWKDWGRQRWYLRODWHLWVFULWHULDRILQGLYLGXDWLRQ 'HSHQGLQJXSRQWKHFDWHJRULHV




DEULHIVXPPDU\RIWKHSURSHUW\UROHV %HIRUH, GRVR LWLVLQVWUXFWLYHWRUHLWHUDWHWKDWWKH
UROHVQHHGQRWEHVSHFLÀHGLQDFRPSOHWHO\GHWHUPLQDWHPDQQHU WKH\QHHGQRWEHSUHFLVH


























6H HJ /HZLV  RQWKHPDQ\VHQVHVRI¶PHDQLQJ·
6HH/HZLV   RQKRZWRFRQVWUXFWVWUXFWXUHGPHDQLQJVIURPXQVWUXFWXUHGRQHV
































ULYDOV )LUVW WKHUHLVWKHQLKLOLVWLFSKLORVRSKHU ZKRDFFHSWVQRFRQFHSWLRQRISURSHUWLHV
VSDUVHRUDEXQGDQW $FFRUGLQJWRWKLVYLHZ WKHUHLVQRFROOHFWLRQRIHQWLWLHVWKHPHPEHUV
RIZKLFKFDQVDWLVI\DQ\RIWKHSURSHUW\UROHV , PHQWLRQWKLVYLHZRQO\EHFDXVHLWLVLQ












PLQHG MRLQWO\ E\DOOWKHSURSHUW\UROHVWKDW, KDYHVXJJHVWHG ,QP\RSLQLRQ VXFKDYLHZLV
LPSODXVLEOHXQWLOVXFKFULWHULDRILQGLYLGXDWLRQFDQEHVSHOOHGRXWLQDPRUHSUHFLVHPDQQHU
7KHH[WUHPHGLYHUVLW\RIWKHSURSHUW\UROHVSURYLGHVGHIHDVLEOHUHDVRQWRUHMHFWVXFKDYLHZ
)LQDOO\ WKHUHDUHYLHZVWKDWTXDOLI\DVJHQXLQHIRUPVRISOXUDOLVP $ ZHDNSOXUDOLVWZLOO
DFFHSWDWOHDVWRQHFRQFHSWLRQWKDWVDWLVÀHVDVSDUVHSURSHUW\UROH DQGDWOHDVWRQHFRQFHSWLRQ
WKDWVDWLVÀHVDQDEXQGDQWSURSHUW\UROH 7KLVSKLORVRSKHUZLOOFODLPWKDWWKHFRQFHSWLRQVKH
6HH HJ 4XLQH DQG 

DFFHSWVFRPHZLWKGLIIHUHQWFULWHULDRILQGLYLGXDWLRQ VRWKH\DUHGLIIHUHQWFRQFHSWLRQVRI
SURSHUWLHV $ VWURQJSOXUDOLVW RQWKHRWKHUKDQG ZLOODFFHSWFRQFHSWLRQVHQRXJKIRUHYHU\
SURSHUW\UROH VSDUVHDQGDEXQGDQW 'HSHQGLQJXSRQWKHFULWHULDRILQGLYLGXDWLRQKHHQGV



























, KDYHDUJXHGWKDW IRUGLIIHUHQWFRQFHSWLRQVRISURSHUWLHV ZHJHWGLIIHUHQWLQWHUSUHWD
WLRQVRIWKHPHWDSK\VLFDOWKHVLV 7KLVLVDUHVXOWRIWKHIDFWWKDWGLIIHUHQWFRQFHSWLRQVKDYH





7KHVLV2$7KH$EXQGDQW2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRDEXQGDQWPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRDEXQGDQWREMHFWLYHYDOXHV
7KHVLV267KH6SDUVH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRVSDUVHPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRVSDUVHREMHFWLYHYDOXHV











WLHV 7KHVLV26 LVDQRWKHUPDWWHU VLQFH DV, KDYHQRWHG LWLVFRKHUHQWWRDFFHSWDFHUWDLQ






7KHVLV,$7KH$EXQGDQW,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHDEXQGDQWPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHDEXQGDQWREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
7KHVLV,67KH6SDUVH,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHVSDUVHPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHVSDUVHREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG












6&$1R$EXQGDQW3URSHUWLHV 1R3URSRVLWLRQV ,IDSUHGLFDWHGRHVQ·WH[SUHVVDQDEXQGDQWSURSHUW\ WKHQQRVWDWHPHQWFRQWDLQLQJLWH[SUHVVHVDSURSRVLWLRQ
6&61R6SDUVH3URSHUWLHV 1R3URSRVLWLRQV ,IWKHUHLVQRVSDUVHSURSHUW\FRUUHVSRQGLQJWRDSUHGLFDWH WKHQQRVWDWHPHQWFRQWDLQLQJWKHSUHGLFDWHH[SUHVVHVDSURSRVLWLRQ

$QGMXVWDV7KHVLV2$ VKRXOGEHUHMHFWHGRXWRIKDQGE\WKHFOHDUKHDGHGHUURUWKHRULVW









WKHSUHGLFDWH ¶LVHLWKHUFRPSRVHGZKROO\RIVLOO\SXWW\RURIDHWKHU· )LUVW QRWHWKDWWKHUH
DUHDFWXDOLQGLYLGXDOVWKDWVDWLVI\WKHSUHGLFDWH WKHUHDUHSOHQW\RIOLWWOHEDOOVRIVLOO\SXWW\
DQGVRLW·VWUXHWKDWWKH\DUHHLWKHUFRPSRVHGZKROO\RIVLOO\SXWW\RURIDHWKHU ,QDGGL

















6XSSRVH RQWKHRWKHUKDQG WKDWZHWU\WRUXQWKHSUREOHPZLWK7KHVLV26 LQPLQG
2QWKLVVXSSRVLWLRQ DOWKRXJKZHFDQJHWWKHUHVXOWWKDWPRUDOSUHGLFDWHVGRQ·WFRUUHVSRQG
WRVSDUVHPRUDOSURSHUWLHV ZHFDQQRWXVHWKLVLQFRQMXQFWLRQZLWK6&$ WRDUJXHWKDWWKH
HUURUWKHRULVWPXVWUHMHFWPRUDOSURSRVLWLRQV 7KHVLV26 DQG6&$ KDYHGLIIHUHQWVXEMHFW
PDWWHUV WKHRQHLVDERXWVSDUVHSURSHUWLHV DQGWKHRWKHULVDERXWDEXQGDQWRQHV , WKHUHIRUH
FRQFOXGHWKDW6&$ FDQQRWEHXVHGWRVKRZWKDWWKHHUURUWKHRULVW·VPHWDSK\VLFDOWKHVLVLV
LQFRPSDWLEOHZLWKWKHHQWDLOPHQWGLVFRXUVHWKHVLV
$WOHDVW WKHUHLVQRWUXWKSUHVHUYLQJZD\WRGRWKLV LIZHHTXLYRFDWHRQ¶SURSHUW\· DQ




















,WLVKDUGWREHOLHYHLQREMHFWLYHSUHVFULSWLYLW\EHFDXVHLWLVKDUGWRPDNHVHQVHRIDGHPDQGZLWKRXWDGHPDQGHU DQGKDUGWRÀQGDSODFHIRUGHPDQGVRUGHPDQGHUVDSDUWIURPKXPDQLQWHUHVWVDQGFRQYHQWLRQV :HNQRZZKDWLWLVIRURXUIULHQGV RXUMREV DQGRXUSURMHFWVWRPDNHGHPDQGVRQXV EXWZHGRQRWNQRZZKDWLWLVIRU UHDOLW\ WRGRVR $ EODFNKROHVZDOORZVHYHU\WKLQJ EXWLWGHPDQGVQRWKLQJ  
, WDNHWKLVSDVVDJHWRH[SUHVVDEDVLFVHQWLPHQWRIWKHWKRURXJKJRLQJHUURUWKHRULVW PRUDOLW\












LQGLYLGXDOV 2EMHFWLYHUHVHPEODQFH DVDPDWWHURIFRQFHSWXDOQHFHVVLW\ LVDUHODWLRQWKDW
EHDUVRQO\EHWZHHQSRVVLEOHLQGLYLGXDOV 7KXVHQWLWLHVWKDWÀOOWKLVUROHPXVWEHH[HPSOLÀHG













































































,QWKLVFKDSWHU , EHJLQE\VWDWLQJWKHGLVDPELJXDWLRQVRI7KHVHVWKDW, EHOLHYH-R\FH
DFFHSWV RUDWOHDVWQHDUO\DFFHSWV +HDGRSWVYHUVLRQVRIWKHWKHVHVWKDW , EHOLHYH MRLQWO\
UHVXOWLQDFRKHUHQWSLFWXUHRIRXUPRUDOGLVFRXUVHDQGWKHNLQGRIUHDOLW\LWUHTXLUHV 7KHQ
, H[WUDFWWZRPDLQDUJXPHQWVWKDW-R\FHJLYHVLQIDYRURIKLVYHUVLRQRIWKHHUURUWKHRU\
,QVHFWLRQ, RXWOLQHKLVÀUVWDUJXPHQW ZKLFKDSSHDUVPDLQO\LQKLVERRNV 7KH0\WK








RI´SUDFWLFDORRPSKµ EXWWKHUHLVQRVXFKWKLQJ KLVYHUVLRQRIWKHHUURUWKHRU\LVWUXH ,
H[SOLFDWHWKLVDUJXPHQWLQVHFWLRQ

)LQDOO\ LQVHFWLRQ , FULWLFL]HWKLVÀQDODUJXPHQW EHFDXVHLWLQYROYHVVXFKLPSUHFLVH
WHUPLQRORJ\ LWFDQQRWPRWLYDWHDQHUURUWKHRU\ HVSHFLDOO\RQHDVQXDQFHGDV-R\FH·V ,Q
WKHFRQFOXGLQJVHFWLRQ , WU\WRGUDZDJHQHUDOOHVVRQIURPP\GLVFXVVLRQRI-R\FH·VYLHZ
 6RPH-R\FHDQ7KHVHV




OLHYHWKH\DUHLQVWDQWLDWHG , EHOLHYHKHHYHQUHMHFWVWKHLGHDWKDWWKH\ FRXOG EHLQVWDQWLDWHG






















7KHVLV267KH6SDUVH2QWRORJLFDO0HWDSK\VLFDO7KHVLV 7KHUHDUHQRVSDUVHPRUDOSURSHUWLHV LQVSHFLÀF WKHUHDUHQRVSDUVHREMHFWLYHYDOXHV













6HH HJ -R\FH  
6HH HJ -R\FH  

,WLVLQVWUXFWLYHWRQRWHWKDW-R\FHFODLPVRIÀFLDOO\WREHDJQRVWLFDERXWSURSHUWLHV 2QH
PD\REMHFW RQWKHVHJURXQGV WRP\LQWHUSUHWDWLRQRI-R\FH·VFRPPHQWV LIKHH[SOLFLWO\
VD\VKH·VDJQRVWLF WKHQZHVKRXOGQ·WLQWHUSUHWKLPRWKHUZLVH , UHMHFWWKHWKRXJKWEHKLQG
WKLVREMHFWLRQ VLQFHLILWZHUHFRUUHFW , FRXOGQRWXQGHUVWDQGZKDW-R\FHLVWRPHDQZKHQ
KHFODLPVWKDWQRRQHFRXOGHYHUEHREOLJDWHGWRGRDQ\WKLQJ DQGWKDWWKHUHFRXOGEHQR































$ TXHVWLRQWKDWDULVHV KRZHYHU LVZKHWKHU-R\FHDFFHSWVVXFKDJOREDOHUURUWKHRU\DV
LVVXJJHVWHGE\7KHVLV($6'RHVKHUHDOO\EHOLHYHWKDWDOOSRVLWLYHEDVLFPRUDOMXGJPHQWV
DUHIDOVH" 2UVKRXOGZHLQWHUSUHWKLVHUURUWKHVLVDVUHVWULFWHGLQVRPHZD\WRDVXEVHWRIWKH
EDVLFPRUDOMXGJPHQWV" 7KHUHLVVRPH SULPDIDFLH HYLGHQFHWKDWKHQHHGQRWEHFRPPLWWHG
WRDJOREDOYHUVLRQRIWKHHUURUWKHVLV )RUH[DPSOH ZKHQKHVXPPDUL]HVKLVDUJXPHQWIRU
KLVHUURUWKHRU\ KHZULWHV
, FRQVLGHUWKHDUJXPHQWIRUDPRUDOHUURUWKHRU\QRZWREHFRPSOHWH ,QVKRUW ZKHQZHVD\WKDWDSHUVRQ PRUDOO\ RXJKWWRDFWLQDFHUWDLQPDQQHUZHLPSO\VRPHWKLQJDERXWZKDWVKHZRXOGKDYHUHDVRQWRGRUHJDUGOHVVRIKHUGHVLUHVDQGLQWHUHVWV UHJDUGOHVVRIZKHWKHUVKHFDUHVDERXWKHUYLFWLP DQGUHJDUGOHVVRIZKHWKHUVKHFDQEHVXUHRIDYRLGLQJDQ\SHQDOWLHV $QG\HWDIWHUFDUHIXOLQYHVWLJDWLRQZHKDYHIRXQGQRGHIHQVLEOHJURXQGVIRUWKLQNLQJVXFKUHDVRQVH[LVW  











JDWLRQ DQG SURKLELWLRQ 2QHPLJKWREMHFWWKDWHYHQLIWKHVHDUJXPHQWVZHUHIDXOWOHVV DOOWKH\VKRZLVWKDWDFHUWDLQSURSHUVXEVHWRIRXUPRUDOGLVFRXUVHLVÁDZHG EXWWKHUHLVDULFKDQGUREXVWPRUDOODQJXDJHWKDWUHPDLQVXQWRXFKHG+RZHYHU LWLVP\FRQWHQWLRQWKDWPRUDOFRQFHSWVDUHWRDODUJHGHJUHHKROLVWLFDOO\FRQQHFWHG VXFKWKDWDSHUVXDVLYHDWWDFNRQFDWHJRULFDOLPSHUDWLYHVZLOORQHZD\RUDQRWKHU FRXQWDVDSHUVXDVLYHDWWDFNRQDJUHDWGHDOPRUHEHVLGHV  FI  
+HJRHVRQWRVXJJHVWWKDWDUHWDLF D[LRORJLFDO DQGMXVWLFHUHODWHGEDVLFPRUDOMXGJPHQWV
ZLOODOOEHIDOVHDVDUHVXOWRIWKHVHVRUWVRI´KROLVWLFFRQQHFWLRQVµ ,QP\RSLQLRQ -R\FH·V
VXJJHVWLRQKHUHLVQRWSODXVLEOH 1RQHWKHOHVV ,·OODVVXPHWKDWLWLVFRUUHFW VLQFHZKDW, KDYH
WRVD\DERXWKLVDUJXPHQWVLVRUWKRJRQDOWRWKHTXHVWLRQRIZKHWKHUWKH\UDWLRQDOL]HVXFKD
JOREDOL]HGHUURUWKHVLV 7KDWLV ,·OOVXSSRVHWKDW LI KLVDUJXPHQWVZHUHVRXQG WKH\ZRXOG





HUURUWKHVLV , EHJLQ LQVXEVHFWLRQ E\FLWLQJ-R\FH·VZD\RIIRUPDOL]LQJKLVDUJXPHQW
DQG, REMHFWWRLWRQWKHEDVLVWKDWLWLVLQYDOLG 1RQHWKHOHVV , EHOLHYHWKHUHLVDQRWKHUZD\RI
SXWWLQJ-R\FH·VSRLQWWKDWUHVXOWVLQD SULPDIDFLH YDOLGDUJXPHQWIRUWKHFRUUHFWFRQFOXVLRQ







 ,I [ PRUDOO\RXJKWWR φ WKHQ [ RXJKWWR φ UHJDUGOHVVRIZKDWKLVGHVLUHVDQGLQWHUHVWVDUH ,I [ PRUDOO\RXJKWWR φ WKHQ [ KDVDUHDVRQIRU φLQJ 7KHUHIRUH LI [ PRUDOO\RXJKWWR φ WKHQ [ FDQKDYHDUHDVRQIRU φLQJUHJDUGOHVVRIZKDWKLVGHVLUHVDQGLQWHUHVWVDUH %XWWKHUHLVQRVHQVHWREHPDGHRIVXFKUHDVRQV 7KHUHIRUH [ LVQHYHUXQGHUDPRUDOREOLJDWLRQ  
:LWKRXWFRPPHQWLQJRQWKHPHDQLQJRIWKHYDULRXVWHFKQLFDOWHUPVWKDWDSSHDULQWKLVDU
JXPHQW ZHFDQVHHWKDWLWLVQRWYDOLG $OWKRXJK, DPZLOOLQJWRDFFHSWWKHLQIHUHQFHIURP
DQGWR WKHVHFRQGLQIHUHQFHRIWKHDUJXPHQWLVSUREOHPDWLF
/HWXVFKDULWDEO\VXSSRVHWKDWOLQHDVVHUWVWKDWWKHUHLVQRSRVVLEOHDQDO\VLV RUDF








, WDNHWKLVWREHDUHODWLYHO\XQFRQWURYHUVLDOSRLQW DQG, WKHUHIRUHGRQRWWKLQNLWLV











WKHHUURUWKHVLVWKDW, KDYHDWWULEXWHGWRKLP 6HFRQG LWLVLPSRUWDQWWRQRWHWKDWEHFDXVH
7KHVLV($6 SUHVXSSRVHVWKHWUXWKRIDPHWDSK\VLFDOWKHVLVDQGDGLVFRXUVHWKHVLV LWFDQQRW
EHHVWDEOLVKHGZLWKRXWÀUVWHVWDEOLVKLQJ7KHVHV,$ DQG($, WKHUHIRUHXQGHUVWDQGWKHVH
SULRUWKHVHVDVSUHPLVHVLQ-R\FH·VDUJXPHQW $V, ZLOOIRUPXODWHWKHDUJXPHQW 7KHVLV,$
FRUUHVSRQGVURXJKO\ZLWKOLQHRIWKHDERYHTXRWH DQG7KHVLV($ FRUUHVSRQGVWROLQH





PLQRORJ\ /HWXVVD\WKDWDUHDVRQWRDFWLV FDWHJRULFDO LIDQGRQO\LILWGRHVQRWGHSHQGXSRQ
WKHSV\FKRORJLFDOVWDWHRILWVDJHQW, 7KLVGHÀQLWLRQDOVRWDNHVIRUJUDQWHGWKDWHYHU\UHDVRQ
WRDFWLVDUHDVRQIRUVRPHRQHWRSHUIRUPDFHUWDLQDFWLRQ &DOODUHDVRQ QRQLQVWLWXWLRQDO LI
(J -R\FH  
6HH HJ -R\FH  
6HH HJ -R\FH    &KDSWHUVDQG DQG &KDSWHU




UHDVRQ· VLPSO\WRHOLPLQDWHXQQHFHVVDU\ZRUGVIURPP\SUHVHQWDWLRQ )LQDOO\ IROORZLQJ
-R\FH ,·OOOHWWKHQRWLRQRIDQ LQVWLWXWLRQ EHUHODWLYHO\YDJXH :HFDQJHWDQLQWXLWLYHJUDVS
RQLWDVIROORZV 7KHUHLVDQLQVWLWXWLRQWKDWFUHDWHGWKHUXOHVRIHWLTXHWWH RQHWKDWFUHDWHGWKH
UXOHVRIFKHVV DQGRQHWKDWFUHDWHGWKHUXOHVRI5RPDQJODGLDWRULDOFRPEDW 3HUKDSVWKHVH
DUH UHVSHFWLYHO\ WKHHOLWHRIVRPHVRFLHW\ WKH:RUOG&KHVV)HGHUDWLRQ DQGWKH5RPDQ
HPSHURU
:HDUHQRZLQDSRVLWLRQWRVWDWHDFOHDQHUYHUVLRQRI-R\FH·VDUJXPHQW
3 )RUDQ\DJHQW [ DQGDFWLRQ φ LI [ PRUDOO\RXJKWWRGR φ WKHQ [ KDVDQREMHFWLYHUHDVRQWRGR φ3 )RUDQ\DJHQW [ DQGDFWLRQ φ [ GRHVQRWKDYHDQREMHFWLYHUHDVRQWRGR
φ&7KHUHIRUH IRUDQ\DJHQW [ DQGDFWLRQ φ [ LVQRWPRUDOO\REOLJDWHGWRGR
φ
7KHDUJXPHQWLVYDOLG DQG, DPZLWKRXWDGRXEWWKDWLWLV-R\FH·VDUJXPHQW 3UHPLVH3
LV-R\FH·VPRUHSUHFLVHYHUVLRQRI7KHVLV($DQG3LV-R\FH·VPRUHSUHFLVHYHUVLRQ
RI7KHVLV,$:HWKHUHIRUHPXVWFRQVLGHUZKDW-R\FHKDVWRVD\LQH[SODQDWLRQRIWKH





LVUHTXLUHG DSUHPLVHWRWKHHIIHFWWKDWLI& LVWUXH WKHQVRLV7KHVLV($6-R\FHDFFHSWV
6HH HJ -R\FH    &KDSWHUVDQG DQG 
6HH HJ -R\FH   FI 0DFNLH  
6HH HJ    
6HH HJ     FI 0DFNLH  















FRQFHSWV 2QKLVYLHZ WKHQ ERWKSUHPLVHVPD\EHSUHÀ[HGZLWKVRPHVXFKRSHUDWRUDV
¶LWLVFRQFHSWXDOO\QHFHVVDU\WKDW· $VDUHVXOWRIWKLVIDFW -R\FH·VSUHPLVHVVHHPWRLPSO\
WKDWWKHUHLVVRPHNLQGRIDQLQFRQVLVWHQF\EHWZHHQRXUFRQFHSWVRI PRUDOREOLJDWLRQ DQG





IRUKLVSUHPLVHV , EHJLQZLWKWKHÀUVWSUHPLVH DFFRUGLQJWRZKLFKPRUDOREOLJDWLRQUHTXLUHV
REMHFWLYHUHDVRQV -R\FHDVNVXVWRLPDJLQHDFLUFXPVWDQFHLQZKLFKDQLQGLYLGXDOKDV
GRQHVRPHWKLQJPRUDOO\ZURQJE\RXURZQOLJKWV -R\FH·VFODLPLVWKDW SURYLGHGWKDWZH








>&RQVLGHU@3ODWR·VH[DPSOHRI*\JHVZLWKKLVULQJRILQYLVLELOLW\ ZKRVRXJKWWRVDWLVI\KLVEDVHVWSDVVLRQVE\VWHDOLQJDQGUDSLQJDWZLOO 2IFRXUVH WKHUHDUHDOOVRUWVRISUXGHQWLDOUHDVRQVWKDWRQHPLJKWJLYHDSHUVRQDVWRZK\KHVKRXOGQ·WDFWOLNHWKLV KH·OOHQGXSIHHOLQJGLVFRQQHFWHGIURPKLVFRPPXQLW\SHRSOHZRQ·WWUXO\ORYHKLP KH·OOIHHOJXLOW\ KH·OOJHWERUHG HWF HWF %XWZHDUHDOORZHGWRVWLSXODWHWKHH[DPSOHVXFKWKDWQRQHRIWKHVHVSHDNWR*\JHV·WUXHHQGV²KHLVVLPSO\GHSUDYHGDQGHQMR\VWKHIUXLWVRIKLVGHJHQHUDWHEHKDYLRXU%HFDXVHRXUPRUDOIUDPHZRUNLVFDWHJRULFDOZHFDQFDUU\RQOHJLWLPDWHO\VD\LQJ¶*\JHV\RXRXJKWQRWWRGRWKDW· %XWLIRXUXWWHUDQFHVDUHPHUHO\DYHUEDORXWSXWWKDWKDVEHHQYDOLGDWHGE\DQLQVWLWXWLRQRIRXURZQFUHDWLRQ WKHQLWDOOEHJLQVWRVRXQGUDWKHUVKULOO :HFDQSLFWXUH*\JHVSDXVLQJLQVRPHVDGLVWLFXQGHUWDNLQJ DFNQRZOHGJLQJWRXVWKDW \HV ZHDUHVSHDNLQJOHJLWLPDWHO\ZKHQZHDVVHUWWKDWKHPRUDOO\RXJKWQRWWRDFWWKLVZD\ DQGWKHQVKUXJJLQJDQGFDUU\LQJRQ $QGLIRXUFDWHJRULFDOLPSHUDWLYHVDUHQRWKLQJPRUHWKDQDQLQVWLWXWLRQDOO\EDFNHGZD\RIVSHDNLQJ ZK\VKRXOGKHGRRWKHUZLVH" 
7KHTXHVWLRQDWWKHHQGRIWKLVSDVVDJHLVMXVWDELWRIUKHWRULF -R\FHEHOLHYHVWKDWLIWKHUHDUH
QRFDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQVIRU*\JHVQRWWRGRZKDWKH·VGRLQJ WKHQ*\JHV
FDQOHJLWLPDWHO\LJQRUHRXUUHTXHVWV %XWVLQFH LQWXLWLYHO\ *\JHVFRXOGQRWLJQRUHXVOLNH
WKLV ZHPXVWEHFRPPLWWHGWRDQREMHFWLYHUHDVRQIRU*\JHVWRVWRS 7KXV-R\FHFRQWLQXHV
,Q>7KH0\WKRI0RUDOLW\@, WULHGWRSXPSWKHLQWXLWLRQWKDWRXUXQHDVHZLWKWKLVVFHQDULROHDYHVXVJURSLQJIRU QRQLQVWLWXWLRQDO FDWHJRULFDOUHDVRQV 
7KXV-R\FHLQIHUVWKDW3LVWUXH PRUDOREOLJDWLRQVDQDO\WLFDOO\HQWDLOWKHH[LVWHQFHRI
REMHFWLYHUHDVRQV






FDWHJRULFDO QRQLQVWLWXWLRQDOUHDVRQVWRDFW 7KXV-R\FH·VHYLGHQFHIRUWKLVFODLP LIKHKDV
DQ\ LVSDUDVLWLFRQZKDWHYHUPD\EHVDLGLQVXSSRUWRIKLVJHQHUDODFFRXQWRIUHDVRQVWRDFW
$OWKRXJKQRZKHUHLQKLVZRUNGRHV-R\FHFOHDUO\IRUPXODWHVRPHSDUWLFXODUDQDO\VLV
RIUHDVRQV , FDQFRQÀGHQWO\DVVHUWWKDWKHDFFHSWVZKDW, KDYHFDOOHG¶+XPHDQLVPDERXW
UHDVRQV·




$V, VHHLW WKHQ -R\FH·VUDWLRQDOL]DWLRQRI3LQYROYHVDQDSSHDOWR+XPHDQLVPDERXW
UHDVRQV ,IZHVXSSRVH WRZDUGD UHGXFWLR WKDWVRPHRQHKDVDQREMHFWLYHUHDVRQWRGRVRPH




LWLVSRVVLEOHWKDWQRGHVLUHV LQWHUHVWV RUHQGVZRXOGEHSURPRWHGE\KLVVWRSSLQJ 6LQFH
7KHVLVHQWDLOVWKDWVXFKDVLWXDWLRQLVLPSRVVLEOH RXULQLWLDO UHGXFWLR VXSSRVLWLRQPXVWEH
LQFRKHUHQW
6HH HJ -R\FH  &KDSWHUVDQG ZKLFKZRXOGPRVWOLNHO\FRQWDLQDIRUPXODWLRQRIKLVDQDO\VLVRIUHDVRQV
, EHOLHYHWKDW-R\FHDFFHSWVDVWURQJHUYHUVLRQRI+XPHDQLVPDERXWUHDVRQVWKDQGRHV0DFNLH 2QWKLVVWURQJHUYHUVLRQ ZKHQVRPHRQHKDVDUHDVRQWRGRVRPHWKLQJ KHKDV RUKHEHOLHYHVWKHUHDUH VRPHGHVLUHVLQWHUHVWV RUHQGV RIKLV WKDWZRXOGEHSURPRWHGE\KLVGRLQJLW

 &ULWLFLVPRI-R\FH·V)LUVW$UJXPHQW
,QWKLVVHFWLRQ , EHJLQE\VXJJHVWLQJWZRZD\VWRFULWLFL]H-R\FH·VÀUVWDUJXPHQW $F
FRUGLQJWRWKHÀUVW 3LVIDOVH DQGWKHVHFRQGFULWLFLVPKDVLWWKDW3LVIDOVH $OWKRXJK
, WKLQNWKHVHURXWHVSUHVV-R\FHRQWKHFRUUHFWLVVXHV , GRQRWWKLQNWKH\JHWWRWKHKHDUW






)LUVW \RXPLJKWUHMHFWWKHLQWXLWLRQEHKLQGWKHUDWLRQDOHIRUWKHÀUVWSUHPLVH ,H \RX
PLJKWKDYHQRLQWXLWLRQWKDW*\JHVKDVDUHDVRQQRWWRUDSHRUVWHDO VLPSO\ EHFDXVH QRQH
RIKLVGHVLUHVZRXOGEHSURPRWHGE\GRLQJVR 6HFRQG \RXPLJKWUHMHFW-R\FH·VSDUWLDO
DQDO\VLVRIUHDVRQV ,H SHUKDSVLWLVXQPRWLYDWHGDVDJHQHUDODQDO\VLVRIWKHQRWLRQRI
DUHDVRQ VLPSO\ EHFDXVH LWLVXQDEOHWRDFFRXQWIRU*\JHV·UHDVRQWRVWRS ,·OOFRPPHQW




UHDVRQVWRDFW 6XFKDSKLORVRSKHU DV, DPLPDJLQLQJKLP ZLOOHQJDJHZLWK-R\FH·VDUJX
PHQWDVIROORZV
´:KHQ, FRQVLGHUWKHFDVHRI*\JHV , DP LQFOLQHGWRVD\WKDWKH PRUDOO\
RXJKWQRW WRVWHDO +RZFRXOG, QRWKDYHWKLVLQWXLWLRQDERXWWKHVHGHWHVWDEOHDFWLRQV" 1HYHUWKHOHVV VLQFHDOOUHDVRQVWRDFWPXVWEHGHSHQGHQWHLWKHURQSV\FKRORJLFDORULQVWLWXWLRQDOIDFWV , KDYH QR LQFOLQDWLRQWRDFFHSWWKDW*\JHV
6KDIHU/DQGDXUHMHFWVERWKSUHPLVHVRI-R\FHDUJXPHQW WKRXJKKLVDWWDFNRQ-R\FHLVTXLWHGLIIHUHQWIURPPLQH ,WLVKDUGWRVHHKRZ6KDIHU/DQGDX·VFULWLFLVPVZRXOGEHFRPSHOOLQJDJDLQVW-R\FHVHHEHORZ , EHOLHYHWKDWP\FULWLFLVPVZRXOGEHFRPSHOOLQJ DQGVR, SUHIHUPLQHWRKLV

KDVDUHDVRQQRW WRVWHDO²VRORQJDVQRQHRIKLVGHVLUHVZRXOGEHIXUWKHUHGE\GRLQJVR DQGKHGRHVQ·WDFFHSWDQ\LQVWLWXWLRQDOUXOHVDJDLQVWVWHDOLQJDQGUDSLQJ 0RUDOREOLJDWLRQVLPSO\GRHVQ·WKDYHWKLVNLQGRILQWHUQDOFRQQHFWLRQWRUHDVRQV , WKHUHIRUHGHQ\-R\FH·VÀUVWSUHPLVHµ
6XFKDSKLORVRSKHULVDEOHWRLPDJLQHWKHFDVHRI*\JHV EXWLVQRWERWKHUHGE\*\JHV·
LJQRULQJRXUUHTXHVWVWRVWRSUDSLQJDQGVWHDOLQJ LW·VSHUIHFWO\UHDVRQDEOHIRU*\JHVWRGR












DSKLORVRSKHURI´EHJJLQJWKHTXHVWLRQµ %XWLWLVFUXFLDOWRQRWH DWOHDVW WKDWFDVHVOLNH










0\UHDFWLRQWRWKLVLVWKDWQHLWKHURIWKHVHURXWHV LQWKHHQG VHHPVSURPLVLQJ , KDYH
QRLQWHUHVWLQSOD\LQJEXUGHQRISURRIWHQQLV DQG, DPKRSHIXOWKDWWKHUHLVDZD\WRDYRLG






>0@RUDOLW\KDVEHHQDFFXVHGRISUHVXSSRVLQJTXLWHDYDULHW\RIHUURUV 3HUKDSVWKHUHLVWKHHUURURIVXSSRVLQJWKDWWKHGLFWDWHVRIPRUDOLW\JLYHXVUHDVRQVIRUDFWLQJUHJDUGOHVVRIRXUDFWXDORUSRWHQWLDOGHVLUHV >+HUH/HZLVFLWHV-R\FH @ %XWDJDLQ, DPQRWVXUHWKDWVRPHRQHZKRVHHVÀWWRXVH¶UHDVRQ·LQVXFKDQH[SDQVLYHZD\KDVH[FHHGHGKLVOLQJXLVWLFULJKWV , GRDJUHHKRZHYHU WKDWLWLVDQHUURUWRVXSSRVHWKDWWKHGLFWDWHVRIPRUDOLW\JLYHXVUHDVRQVWKDWDUHUHDVRQVLQMXVWWKHVDPHQRQGLVMXQFWLYHVHQVHLQZKLFKUHDVRQVEDVHGRQVHUYLQJRXUDFWXDODQGSRWHQWLDOGHVLUHVDUHUHDVRQV VRWKDWPRUDODQGGHVLUHEDVHGUHDVRQVFDQFRPSHWHIRUWKHVWDWXVRIUHDVRQV VLPSOLFLWHU /HZLV  FI %DODJXHU  
,QWKLVSDVVDJH /HZLVVHHPVWRDFFHSWWKDWWKHUHPD\EHDVHQVHRI¶UHDVRQ·RQZKLFK-R\FH·V
ÀUVWSUHPLVHLVWUXH +HDOVRVHHPVWRDFFHSWWKDWWKHUHLVDVHQVHRI¶UHDVRQ·WKDWPDNHV






$OWKRXJK, DJUHHZLWK/HZLVLQWKHEDVLFIRUPRIWKLVREMHFWLRQ , ZRXOGQRWSXWLWLQ
TXLWHWKHZD\WKDWKHGRHV ,QP\RSLQLRQ ZHQHHGQRWVD\WKDW-R\FH·VHTXLYRFDWLRQ
RFFXUVLQWKHSKUDVH¶UHDVRQ· EXWUDWKHU LQWKHSKUDVH¶KDVDUHDVRQ· 7KDWLV , EHOLHYHWKDW
WKHFUXFLDODPELJXLW\RFFXUVLQ¶KDV· LQVWHDGRILQ¶UHDVRQ· ,QRUGHUWRVHHWKHDPELJXLW\
ÀUVWFRQVLGHUWKHIROORZLQJVHQWHQFHV
 0\ERG\KDVVRPHSK\VLFDOSDUWV P\KDQGV OHJV DQGVRRQ 7KHUHDUHVRPHSK\VLFDOWKLQJVWKDWDUHSDUWVRIP\ERG\ P\KDQGVOHJV DQGVRRQ
7KHUHLVDXVDJHRI¶KDV·DQGLWVV\QWDFWLFYDULDQWVZKHUHDOOWKDWLVUHTXLUHGIRU\RXWR
´KDYHµVRPHWKLQJLVIRUWKDWWKLQJWRH[LVW ,QRXUPHUHRORJLFDOGLVFRXUVH IRUH[DPSOH ZH
UHDGLO\SDUDSKUDVHZLWK WKHUHLVQRVLJQLÀFDQWGLIIHUHQFHLQFRQWHQWEHWZHHQWKHVH
VHQWHQFHV 7KLVKROGVIRUDODUJHSRUWLRQRIRXUGLVFRXUVHLQRWKHUDUHDV WRR WRVD\WKDW,
KDYHSDUHQWVMXVWLVWRVD\WKDWWKHUHDUHVRPHSDUHQWVRIPH WRVD\WKDW, KDYHDELNHMXVWLV
WRVD\WKDWWKHUHLVDELNHWKDW, RZQ DQGVRRQ
,QVRPHRIRXUGLVFRXUVHLQYROYLQJ¶KDV· KRZHYHU WKHUHLVDQH[WUDUHTXLUHPHQW ,Q
RUGHUWR´KDYHµVRPHWKLQJLQWKLVVHQVH LWQRWRQO\PXVWH[LVW \RXPXVWDOVREHDUVRPH
LQWHQWLRQDOUHODWLRQWRLW ,H \RXPXVWHLWKHUDFFHSWLW RU\RXPXVWDWOHDVWEHDZDUHRI
LWVH[LVWHQFH RUPD\EH\RXPXVWKDYHVRPHNLQGRISV\FKRORJLFDODFFHVVWRLW $VDQ
LOOXVWUDWLRQRIWKLVVWURQJHUVHQVHRI¶KDV· FRQVLGHUDQH[DPSOHIURPHSLVWHPRORJ\ 6XSSRVH
WKDW, VHH)UHGLQKLVRIÀFH EXWDIWHUDZKLOH, WHPSRUDULO\IRUJHWWKLVIDFW LWKDVVNLSSHGP\
PLQG , FRXOGSHUKDSVUHFDOOWKDW, VDZKLPHDUOLHULI, ZHUHSURPSWHGDQG, WKRXJKWDERXW
%XW, GRDFFHSWWKDW¶UHDVRQWRDFW·LVQRWXQLYRFDOLQRXUGLVFRXUVH 2XUXVDJHKDVQRWGHWHUPLQHGDVLQJOHXQLTXHVHQVHRIWKHWHUP

LWIRUDELW WKRXJK, PD\LQLWLDOO\GHQ\WKLVIDFW 7KHIROORZLQJVHQWHQFHVVHHPWUXHZKHQ
HYDOXDWHGUHODWLYHWRVXFKDFRQWH[W
 7KHUHLVVRPHUHDVRQIRUPHWREHOLHYHWKDW)UHGLVLQKLVRIÀFH , GRQ·WKDYHUHDVRQWREHOLHYHWKDW)UHGLVLQKLVRIÀFH
2QWKHPRVWQDWXUDOUHDGLQJRI LWVKRXOGFRPHRXWWUXH 6LQFH, VDZ)UHGLQKLVRI
ÀFHHDUOLHU WKHUHLVVRPHUHDVRQIRUPHWREHOLHYHWKDWKH·VLQKLVRIÀFH ,QJHQHUDO RXU
SHUFHLYLQJVJLYHXVUHDVRQVWREHOLHYHZKDWWKH\DUHSHUFHLYLQJVRI DWOHDVWVRORQJDVZH
KDYHQ·WWDNHQKDOOXFLQRJHQVRIVRPHNLQG 1RQHWKHOHVV RQDWOHDVWRQHQDWXUDOUHDGLQJRI
 LWVKRXOGEHWUXH 6LQFH LQWKLVFRQWH[W , GRQRWSUHVHQWO\DFFHSWWKDW, VDZ)UHGLQKLV




UHDGLQJVRI )LUVW WKHUHLVWKHUHDGLQJWKDW, UHOLHGRQDERYHWRPDNHFRPHRXWWUXH
:HFDQSDUDSKUDVHLWURXJKO\DVIROORZV





µ 7KHUHLVQRUHDVRQ IRUPH WREHOLHYHWKDW)UHGLVLQKLVRIÀFH VR, GRQ·W
KDYH VXFKDUHDVRQ
2QWKLVUHDGLQJ LQRUGHUWRKDYHDUHDVRQWREHOLHYHVRPHWKLQJ LWPHUHO\QHHGVWREHD
UHDVRQ IRUPH 7KLVSDUDOOHOVWKHPHUHRORJLFDOH[DPSOH ZKHUHLQRUGHUWRKDYHDSDUW LW



















XQGHUVWRRGDVDQDQDO\VLVRIWKHUHDVRQV WKHUHDUH IRUSHRSOHWRSHUIRUPDFWLRQV ,WGRHVQ·W
HYHQFRPHFORVHWRFDSWXULQJDOORIRXUWDONRIVXFKUHDVRQV VLQFHDODUJHSDUWRIWKDWWDONLV
JURXQGHGLQRXUFRQVLGHUHGFRQYLFWLRQVLQYROYLQJPRUDOREOLJDWLRQ










µ ,I*\JHVPRUDOO\RXJKWQRWWRVWHDO WKHQWKHUHLVDUHDVRQIRUKLPQRWWRVWHDO DQGKHLVDZDUHRIDQGDFFHSWVWKLVUHDVRQµ %XWWKHUHLVQRUHDVRQIRU*\JHVQRWWRVWHDOWKDW*\JHVLVDZDUHRIDQGDFFHSWV
2QWKLVDOWHUQDWLYHXQGHUVWDQGLQJRIWKHDUJXPHQW WKHVHFRQGSUHPLVH µ VHHPVREYL
RXVO\WUXH *\JHVLVDGHVSLFDEOHKXPDQEHLQJ DQGDOWKRXJKKHPD\EHDZDUHWKDWSOHQW\RI
SHRSOHGLVDSSURYHRIUDSLQJDQGVWHDOLQJ KHVLPSO\GRHVQ·WFDUH +HGRHVQ·WDFFHSWWKRVH
UHDVRQV DQGVRLQRXUVWURQJHUVHQVHRI¶KDYH· KHGRHVQ·WKDYHWKHP 8QIRUWXQDWHO\IRU
-R\FH KRZHYHU WKHUHVHHPVQRWWREHDQ\ZD\IRUKLPWRUHSO\WRWKHDQDORJXHRIWKH5H
MHFWWKH,QWXLWLRQUHVSRQVHLQWKLVFDVH 7KDWLV -R\FH·VÀUVWSUHPLVH µ LVQRZREYLRXVO\
IDOVH $OWKRXJKLWLVLQWXLWLYHWKDW*\JHVPRUDOO\RXJKWQRWWRUDSHDQGVWHDO *\JHVDFFHSWV
QRUHDVRQQRWWRUDSHDQGVWHDO
6R, DFFXVH-R\FHRIHTXLYRFDWLQJ :KHQ, FRQVLGHU3DQG3LQWKHLUQRQGLVDPELJXDWHG










UHFHQWZRUN KRZHYHU KHVHHPVWRUHWUDFWWKHDUJXPHQW -R\FHZULWHV
:HZDQWVRPHWKLQJWKDW UHDOO\ ELQGV*\JHV VXFKWKDWKHLVPDNLQJDPLVWDNH E\KLVRZQVWDQGDUGV HYHQLIKHFDQQRWEHEURXJKWWRUHFRJQL]HWKLV , KDYHFRPHWRVXVSHFWWKDWP\LQDGHTXDF\LQDUWLFXODWLQJWKLVLGHDLVQRWEHFDXVHRIDQ\IDLOXUHRILPDJLQDWLRQRUHORTXHQFH 5DWKHU PRUDOLW\PD\EHLPEXHGZLWKDGHHSO\P\VWHULRXVNLQGRIIRUFH²DNLQGRISULPLWLYHIHHOLQJRI¶EHLQJERXQGE\UXOHVDQGHQGV·WKDWUHVLVWVH[SOLFDWLRQ  3HUKDSV0DFNLHDQG, IXPEOHWRGLVVHFWVRPHWKLQJWKDWE\LWVYHU\QDWXUHFDQQRWEHEURXJKWLQWRWKHOLJKWWREHSLFNHGRYHUE\SKLORVRSKLFDOVFUXWLQ\  
,QWKLVSDVVDJH , XQGHUVWDQG-R\FHWRDFFHSWWKDWKLVDUJXPHQWLVVRPHWKLQJRIDIDLOXUH
+HVXJJHVWVWKDWLWZDVDPLVWDNHWRIRUPXODWHLWLQWHUPVRI¶FDWHJRULFDO QRQLQVWLWXWLRQDO
UHDVRQV· ,WVHHPV WKHQ WKDWKHZDQWVWRUHSODFHKLVUHIHUHQFHWRUHDVRQVZLWKUHIHUHQFHWR
VRPH´GHHSO\P\VWHULRXVNLQGRIIRUFHµ ,Q 7KH(YROXWLRQRI0RUDOLW\ -R\FHFRLQVDWHUP
IRUWKLVIRUFH ¶SUDFWLFDORRPSK· +HZULWHV
, FODLPWKDWPRUDOQRUPDWLYLW\KDVDGLVWLQFWLYHNLQGRISUDFWLFDO´RRPSKµ'HVSLWHDSSHDUDQFHV , FKRRVHWKHZRUG´RRPSKµFDUHIXOO\ VLQFHLWLVLQGHWHUPLQDWH QRQWKHRUHWLFDO DQGPHWDSKRULFDO²DQGWKXV , PDLQWDLQ GRHVDGHFHQWMRERIFDSWXULQJFHUWDLQDVSHFWVRIWKHSKHQRPHQRORJ\RIPRUDOMXGJPHQWVPDGHE\RUGLQDU\WKLQNHUVLQHYHU\GD\FRQWH[WV 2UGLQDU\WKLQNHUVSUREDEO\KDYHDWKRURXJKO\LQFKRDWHLGHDRIZKDWWKH´PXVWEHGRQHQHVVµRIPRUDOUXOHVFRQVLVWVLQ EXWWKLVLVQRWWRVD\WKDWLWLVDSHULSKHUDORUQHJRWLDEOHDVSHFWRIPRUDOLW\ 2QWKHFRQWUDU\ , DUJXHWKDWLWLVRIXWPRVWLPSRUWDQFH  FI  
$V, LQWHUSUHW-R\FHLQWKHVHSDVVDJHV DOWKRXJKKHUHWUDFWVWKHDUJXPHQWWKDWFRQVLVWVLQ3





%HIRUH, H[SOLFDWHZKDW, WDNHWREHKLVVHFRQGDUJXPHQWIRUWKHHUURUWKHRU\ LWLVLP
SRUWDQWWRFRPPHQWRQWKLVQRYHOLGHDLQ-R\FH·VZULWLQJV ,WUHSUHVHQWVDVLJQLÀFDQWGHSDU











XVDJH 7KLVLVDQLQWHUHVWLQJWKRXJKW EXW, GRXEWWKH2(' H[SOLFDWHVDPHDQLQJRI¶RRPSK·
WKDWLVDSSURSULDWHIRU-R\FH·VSXUSRVHV WKHUHLWLVGHÀQHGDV´WKHTXDOLW\RIEHLQJH[FLW











REMHFWPRUDOLW\LV $V, W\SLFDOO\UHDGWKHWHUP ¶PRUDOLW\·LVVXSSRVHGWRUHIHUWRDVXEMHFW
PDWWHU %XWLWLVXQFOHDUKRZWRIRUPXODWHDQDUJXPHQWIRUWKHHUURUWKHRU\RQVXFKDQ
XQGHUVWDQGLQJ 6R , UHMHFWWKLVLQWHUSUHWDWLRQ ,QWKHVHFRQGRIWKHDERYHSDVVDJHV -R\FH





(OVHZKHUH -R\FHVXJJHVWVWKDWLWLVRXU PRUDOMXGJPHQWV WKDWKDYHSUDFWLFDORRPSK +H
ZULWHV





:LWKWKLVLQPLQG ZHPD\GHÀQH¶SUDFWLFDORRPSK·DVIROORZV DMXGJPHQWWKDW [ RXJKW
WRGR φ KDVSUDFWLFDORRPSKLI DQGRQO\LI LQRUGHUIRUWKDWMXGJPHQWWREHWUXH LWKDVWREH
WKHFDVHWKDW [ ´VLPSO\PXVWGRµ φ , VKRXOGQRWHWKDWWKLVGHÀQLWLRQLVQRWVXSSRVHGWREH
H[SODQDWRU\RIWKHFRQWHQWRI¶SUDFWLFDORRPSK· -R\FHDSSHDUVWRDVVHUWWKDWWKHUHFRXOGEH
QRVXFKH[SODQDWLRQ , PHUHO\LQWHQGWKHGHÀQLWLRQWRKHOSFODULI\WKHV\QWDFWLFFDWHJRU\RI
WKHWHUP VRWKDWZHPD\DWOHDVWIRUPXODWH-R\FH·VVHFRQGDUJXPHQW ,QDGGLWLRQ ZKLOHLWLV
WHPSWLQJ ZHVKRXOGQRWWDNH¶[ VLPSO\PXVWGR φ·PHUHO\WRPHDQWKHVDPHDV¶[ PRUDOO\







3· )RUDQ\DJHQW [ DQGDFWLRQ φ LI - LVDMXGJPHQWWRWKHHIIHFWWKDW [PRUDOO\RXJKWWRGR φ WKHQ - KDVSUDFWLFDORRPSK3· )RUDQ\MXGJPHQW -LI - KDVSUDFWLFDORRPSK WKHQ - LVQRWWUXH&7KHUHIRUH IRUDQ\DJHQW [ DQGDFWLRQ φ [ LVQRWPRUDOO\REOLJDWHGWRGR
φ
$VEHIRUH DVIDUDV, FDQWHOO -R\FHWDNHVWKHSUHPLVHVRIWKLVÀUVWDUJXPHQWWREHDQDO\WLF
&RQVLGHU IRUH[DPSOH KLVH[SODQDWLRQRI3· +HZULWHV
, PDLQWDLQWKDW VRPH NLQGRIVSHFLDOSUDFWLFDORRPSKLVDQHFHVVDU\IHDWXUHRIPRUDOMXGJPHQW²WKRXJKZKHWKHUWKLVTXDOLW\FDQEHJLYHQDQ\FOHDUDUWLFXODWLRQLVRSHQWRTXHVWLRQ  7KHLVVXHLVZKHWKHUWKLVTXDOLW\RI´SUDFWLFDORRPSKµLVDQH[SHQGDEOHDVSHFWRIPRUDOLW\²ZKHWKHUDQRUPDWLYHV\VWHPVWULSSHGRIWKLVTXDOLW\ZRXOGZDUUDQWWKHGHVFULSWLRQ´PRUDOµ , FODLPWKDWLWLVQRWDQGZRXOGQRWUHVSHFWLYHO\ 2IFRXUVH, UHDOL]HKRZGLIÀFXOWLWVHHPVWRDVVHVVWKHFODLPZKHQLWXVHVWKLVSXUSRVHO\EOXUUHGWHUP´RRPSKµ <HWLWPD\EHWKDWWKLVLVWKHEHVWWKDWZHFDQGR DQGLWZRXOGEHDPLVWDNHWRWU\DQ\EHWWHU  
,QWKLVSDVVDJH , WDNHKLPWRDVVHUWWKDWWKHH[LVWHQFHRISUDFWLFDORRPSKLVDSUHVXSSR





,WVHHPV KRZHYHU WKDW-R\FHKDVQRWKLQJQHZWRRIIHUDVDUDWLRQDOHIRU3· $Q\
UDWLRQDOHWKDW-R\FHPLJKWRIIHULQIDYRURI3·ZRXOGORRNYHU\VLPLODUWRKLVLQLWLDOUDWLR
QDOHIRU3 5HFDOOWKHUDWLRQDOHIRU3 LWZRXOGEHLQFRKHUHQWIRUXVWRVD\ DOOLQRQH
EUHDWK WKDW*\JHVPRUDOO\RXJKWQRWWRVWHDOEXWWKDWKHKDVQRREMHFWLYHUHDVRQQRWWRVWHDO






















DUJXPHQWUHOLHVRQVXFKDQLQIHUHQFH LWLVXQVRXQG 7KHUHLV KRZHYHU DUHODWHGIRUPRI












WLRQRISUDFWLFDORRPSK $VDSLHFHRIELRJUDSKLFDOLQIRUPDWLRQ , PXVWDGPLWWKDW, FDQQRW
PDNHVHQVHRIZKDW-R\FHPHDQVE\¶SUDFWLFDORRPSK· $VDQRWKHUSLHFHRIELRJUDSKLFDO









DVDUHVXOW VXFKDUJXPHQWVDUHXQVRXQGIRUZDQWRIWUXHSUHPLVHV ,QP\RSLQLRQ VXFKGXH
FDXWLRQZLOOSRLQWXVWRZDUGWKHPDLQSUREOHPIRU-R\FH·VDUJXPHQW
, EHJLQWKLVVHFWLRQE\EULHÁ\H[SOLFDWLQJDQDSSURDFKWRWKHWUHDWPHQWRIYDJXHODQ































 ,IDSDQHOLVQRWUHG WKHQQHLWKHULVWKHQH[WSDQHOWRWKHULJKW 7KHSDQHOIXUWKHVWWRWKHOHIWLVQRWUHG 6R HDFKSDQHOLVQRWUHG

6LQFHLVXQDFFHSWDEOH HLWKHUWKHLQIHUHQFHIURPDQGWRLVLQYDOLG RURQH



















UDWLRQDOO\FRPSHOOLQJ /HWPHH[SODLQ )LUVW OHWXVLQVWDQWLDWH3· 3· DQG& WRWKH
FDVHRI*\JHVRQFHDJDLQ , GRWKLVRQO\WRPDNHP\GLVFXVVLRQOHVVFRPSOH[ :HJHWWKH
IROORZLQJDUJXPHQW




WKDWDUHWREHWKHRQHVWKDWKDYHRRPSK , DJUHHZLWKWKLVFODLP ,QGHHG LWVHHPVWRPHWKDW
RXUXVDJHRI¶RRPSK·PD\QRWHYHQGHFLGHZKHWKHU DQ\PRUDOMXGJPHQWVDUHWRKDYHRRPSK










0RUHRYHU , EHOLHYHWKDWLWLVLPSRVVLEOHIRUKLPWRVXFFHHG /HWPHH[SODLQ





>,@Q>7KH(YROXWLRQRI0RUDOLW\@ , ZDVQRWFRQWHQWWRFRQGXFWWKHDUJXPHQW>IRUWKHHUURUWKHRU\@LQWKHVHP\VWHULRXVWHUPV>LH LQWHUPVRI¶RRPSK·@ 3HUKDSV, RXJKWWRKDYHEHHQ 5DWKHU , HQGHDYRUHGWRJLYHVRPHFRQFUHWHDUWLF
6HHDERYH -R\FH  
, GRQRWXVHWKHWHUPLQRORJ\RI´SUHFLVLÀFDWLRQVµ DQGKDYHVZLWFKHGWRWDONRI´DUWLFXODWLRQVµ , GRWKLVIRUWZRUHDVRQV )LUVW EHFDXVH-R\FHXVHVWKHWHUP¶DUWLFXODWLRQ·LQRQHRIWKHDERYHSDVDJHV 6HFRQG EHFDXVHWKHQRWLRQRIDSUHFLVLÀFDWLRQKDVEHFRPHFRPPRQSODFHLQWKHOLWHUDWXUHRQYDJXHQHVV DQGLWVHHPVWRPHWKDWDOWKRXJK¶RRPSK·LVLQGHWHUPLQDWH LWLVQRWOLWHUDOO\YDJXHLWGRHVQ·WDGPLWRIERUGHUOLQHFDVHV 6RPHWLPHV/HZLVWDONVRI¶UHDVRQDEOHUHVROXWLRQVRIVHPDQWLFLQGHFLVLRQ·/HZLV    , WDNHLWWKDWWKLVSKUDVHVWDQGVIRUWKHVDPHLGHDDVP\¶DGPLVVLEOHDUWLFXODWLRQ·

XODWLRQRI RRPSK  6RXQGHUVWRRG WKHEDWWOHOLQHVJHWGUDZQDWWKHGLVSXWHRYHUDJHQWV· UHDVRQV
2IFRXUVH LQWKLVSDVVDJH -R\FHLVUHIHUULQJWRKLVÀUVWDUJXPHQWIRUWKHHUURUWKHRU\ ZKLFK
, FULWLFL]HGLQWKHSUHFHGLQJVHFWLRQVRIWKLVFKDSWHU 8QIRUWXQDWHO\IRU-R\FH KRZHYHU ZH
KDYHVHHQWKDWRQHRUWKHRWKHURIKLVSUHPLVHVFRPHVRXWIDOVHZKHQ¶RRPSK·LVSUHFLVÀHG
LQWKLVZD\ 7KLV, KDYHDOUHDG\DUJXHG DQG, KDYHQRWKLQJIXUWKHUWRVD\DERXW-R\FH·VÀUVW














2QHPLJKWREMHFWWRWKLVFULWLFLVP FODLPLQJWKDWDQDUJXPHQWQHHGQRWEHVRXQGRQDOODUWLFXODWLRQVLQRUGHUWREHUDWLRQDOO\FRPSHOOLQJ 2QVXFKDYLHZDUJXPHQWVPD\EHUDWLRQDOO\FRPSHOOLQJZKHQWKH\DUHPHUHO\VRXQGRQ PRVW DUWLFXODWLRQV 7KXV -R\FHPLJKWFODLPWKDWKLVDUJXPHQWLV´FORVHHQRXJKµWREHLQJVXSHUVRXQG ,QRUGHUIRU-R\FHWRPDNHWKLVFODLP KRZHYHU KHPXVWSURYLGHVRPHUHDVRQWREHOLHYHWKDWWKHDUJXPHQWLVVRXQGRQPRVWDUWLFXODWLRQV 8QWLOKHGRHVWKLV LWGRHVQRWSURYLGHXVDQ\UHDVRQWRDFFHSWKLVHUURUWKHRU\

 &RQFOXVLRQ















EXW DJDLQ , GRQRWVHHKRZWKLVZRXOGPDNHKLVDUJXPHQWVDQ\PRUHSODXVLEOH , WKHUHIRUH
FRQFOXGHWKDWERWKRI-R\FH·VDUJXPHQWVIDLOWRPRWLYDWHKLVHUURUWKHRU\ ,IWKHUHLVDJRRG
DUJXPHQWIRUWKHHUURUWKHRU\ LWLVQRWWREHIRXQGLQ-R\FH·VZULWLQJV
























7KHVLV,$7KH$EXQGDQW,QVWDQWLDWLRQ0HWDSK\VLFDO7KHVLV 7KHUHDUHDEXQGDQWPRUDOSURSHUWLHV EXWWKH\DUHQRWLQVWDQWLDWHG LQVSHFLÀF DOWKRXJKWKHUHDUHDEXQGDQWREMHFWLYHYDOXHV WKH\DUHQRWLQVWDQWLDWHG
7KHVLV($7KH$EXQGDQW(QWDLOPHQW'LVFRXUVH7KHVLV (YHU\PRUDOMXGJPHQWDQDO\WLFDOO\HQWDLOVWKDWVRPHDEXQGDQWPRUDOSURSHUWLHVDUHLQVWDQWLDWHG















ZKHQWKH\FRPPHQWXSRQHUURUWKHRULHVLQPRUDOLW\ 6HFRQG EHFDXVH, EHOLHYHWKDWWKLVLV
WKHNLQGRIYLHZWKDW GHHSGRZQLQVLGH PRVWVHOISURFODLPHGHUURUWKHRULVWVZRXOGOLNHWR







XQWUXH ,QVHFWLRQ , RXWOLQHVRPHUHFHQWOLWHUDWXUHWKDWVHHPVWRDJUHHZLWKWKHPDLQWKUXVW
RIP\DUJXPHQW ,QVHFWLRQ , H[SOLFDWHDIUDPHZRUNLQZKLFKWRSUHVHQWP\DUJXPHQW





 , FDOOWKHYLHZ¶PRUDOLQGHFLVLRQLVP· DQG, DPMXVWLÀHGLQLQFOXGLQJGLVFXVVLRQRILWLQ
WKLVFKDSWHUEHFDXVHWKHFRQVLGHUDWLRQVWKDWVXSSRUWLWDUHDOVRWKHFRQVLGHUDWLRQVWKDW, XVHWR
















































:KLOH, WHQGWRDJUHHZLWKWKHPDLQSRLQWRI.LUFKLQ·VDUJXPHQW , DPXQVDWLVÀHGZLWK
LWIRUWKUHHUHDVRQV )LUVW , EHOLHYHWKDW.LUFKLQ·VURXJKLGHDFDQEHXVHGRQO\WRDUJXH
DJDLQVWDFHUWDLQVXEVHWRIHUURUWKHRULHV YL] RQHVUHOHYDQWO\OLNH-R\FH·V 6RWKHWDUJHW
RI.LUFKLQ·VZRUU\VKRXOGEHPXFKPRUHIRFXVVHG 6HFRQG , EHOLHYHWKDWKLVLGHDFDQ
EHXVHGWRVKRZQRWRQO\WKDWWKHHUURUWKHRU\LVXQPRWLYDWHG EXWDOVRWKDWLWLVXQWUXH




WKDWLV SULPDIDFLH GHIHFWLYHLVDOVRVHPDQWLFDOO\XQGHFLGHG DQGWKHUHDUHPDQ\UHDVRQDEOH






















0\H[SODQDWLRQRIZK\PRUDOSURSHUWLHVIDLOWRKDYHLQVWDQWLDWLRQFRQGLWLRQVLVDVIROORZV 7\SLFDOO\ ZHMXGJHWZRSHRSOHWRPHDQWKHVDPHWKLQJE\DSUHGLFDWHRQO\LIWKH\XVH RUDUHGLVSRVHGWRGHIHUWR WKHVDPHFULWHULDIRUDSSO\LQJWKHWHUP EXWWKLVLVQRWVRLQWKHFDVHRIPRUDOSUHGLFDWHVOLNH¶ZURQJ· 7KH´FULWHULDµRIDSSOLFDWLRQDSHUVRQDVVRFLDWHVZLWK¶ZURQJ·DUHGHWHUPLQHGE\KHUXOWLPDWHPRUDOYLHZVDVWRZKDWLVZURQJ DQG WKHUHPD\EH
JUHDWLQWHUSHUVRQDOGLIIHUHQFHVDPRQJWKHVHYLHZV WKHVHFULWHULDRIDSSOLFD
WLRQ $WWKHVDPHWLPH LPSRUWDQWLQWHUSHUVRQDOVLPLODULWLHVRIXVH DFFRXQWIRURXUMXGJLQJWZRSHRSOHWRPHDQWKHVDPHE\¶ZURQJ· QRWZLWKVWDQGLQJWKHGLIIHUHQWFULWHULDRIDSSOLFDWLRQWKH\DWWDFKWRWKHWHUP +HUHWKHUHLVQRWKLQJWRGLVWLQJXLVKDQ\RQHSHUVRQ·VFULWHULDDVWKHFRUUHFWFULWHULDRIDSSOLFDWLRQ WKLVLVWKHUHVXOWRIWKHUHEHLQJVDPHQHVVRIPHDQLQJLQWKHDEVHQFHRIFRQGLWLRQVRIDSSOLFDWLRQWKDWDUHFULWHULDOIRUHYHU\RQH   HPSKDVLVP\RZQ
6RPHFRPPHQWDU\RQWKLVSDVVDJHLVLQRUGHU 6FKLIIHUUHIHUVWR´LQWHUSHUVRQDOVLPLODULWLHV
RIXVHµRIPRUDOWHUPVEHWZHHQLQGLYLGXDOVZKRKDYHGLIIHUHQW´FULWHULDRIDSSOLFDWLRQµIRU
WKRVHWHUPV $V, XQGHUVWDQGLW DSHUVRQ·VFULWHULDRIDSSOLFDWLRQRIDWHUPDUHVRPHVHW
RIFRQGLWLRQVWKDWWKHSHUVRQZRXOGDFFHSWDVEHLQJURXJKO\QHFHVVDU\DQGVXIÀFLHQWIRU
WKHDSSOLFDWLRQRIWKHWHUP ,QDGGLWLRQ DFFRUGLQJWR6FKLIIHU LQWHUSHUVRQDOVLPLODULWLHV
RIXVHRIPRUDOWHUPVLQFOXGHWKHIDFWWKDWZHW\SLFDOO\KDYHPRWLYDWLRQDOUHDFWLRQVWRRXU





PRUDOHPRWLRQVOLNHVKDPH UHJUHW DQGJXLOW DQGWKDWSLHFHVRIPRUDOWHUPLQRORJ\FRPHLQ
IDPLOLHVIRUH[DPSOH WKHUHDUHYDOXHWHUPV WKHUHLVGHRQWLFWHUPLQRORJ\ DQGVRRQ
7KHHPSKDVL]HGSDUWRIWKHSDVVDJHDOVRUHTXLUHVVRPHH[SODQDWLRQ ,QODWHUZRUN KH
PRUHFOHDUO\VWDWHVURXJKO\WKHVDPHWKRXJKWWKDWLVH[SUHVVHGLQWKDWSDUW
DVVNHSWLFVRIPRUDOUHDOLVPKDYHORQJFODLPHG ZKDWHYHUPRUDOSULQFLSOHRQHEHOLHYHVDSULRUL>LH ZKDWHYHUXOWLPDWHPRUDOYLHZVRQHKDV@ LWZRXOGVHHPWREHSRVVLEOHWKDWWKHUHLVVRPHRQHHOVHZKRGRHVQ·WEHOLHYHWKDWSULQFLSOH>ZKRGRHVQRWKDYHDOOWKRVHYLHZV@EXWZKRGRHVQRWGLIIHULQDQ\UHOHYDQWZD\DVUHJDUGVRQH·VHSLVWHPLFVLWXDWLRQYLVDYLVWKHSULQFLSOH  7KLVVHHPVHQWLUHO\FRQFHLYDEOHWRPH DQGLIWKHH[DPSOHLVDGHTXDWHO\GHVFULEHG WKHUHQHHGEHQRÁDZRIUHDVRQRUFRQFHSWSRVVHVVLRQRULPDJLQDWLRQWRH[SODLQWKLVSHUVRQ·VQRWEHOLHYLQJWKHSULQFLSOH WKHFRQFHSWXDOVWUDLQLVLQLPDJLQLQJVRPHRQHZLWKVXFKDQXQXVXDOSV\FKRORJ\  
$V, VHHLW WKHVHSDVVDJHV WDNHQWRJHWKHU FRQWDLQWKHPDWHULDOVIRUDQDUJXPHQWIRUWKHLQ







SURSHUWLHV WKHQLWZRXOGQ·WUHDOO\EHDGLVDJUHHPHQW ,QVWHDG LWZRXOGEHVRPHNLQGRI
OLQJXLVWLFRUWHUPLQRORJLFDOFRQIXVLRQ %XWLWLVFOHDUO\SRVVLEOHWRKDYHWKLVNLQGRIGLV
DJUHHPHQWZLWKUHVSHFWWRPRUDOV ZHFDQFRQFHLYHRILWLIZHWKLQNKDUGHQRXJK 6R PRUDO
ODQJXDJHLVUDGLFDOO\LQGHWHUPLQDWH
%XUJHVVH[SUHVVHVDVLPLODUYLHZLQWKHIROORZLQJSDVVDJHV
6FKLIIHU   FRPSDUHWKHGLVFXVVLRQLQ+DUH  
7KHUHDUHLPSRUWDQWVLPLODULWLWHVEHWZHHQWKLVDUJXPHQWDQGWKHPDLQDUJXPHQWFRQWDLQHGLQ+RUJDQDQG7LPPRQV  FI %DODJXHU  6HFWLRQ

,PDLQWDLQWKDWPRUDOMXGJPHQWVDUHZLWKRXWWUXWKYDOXH 0\UHDVRQLVWKLV ,WLVSDUWRIWKHQRUPDOXQGHUVWDQGLQJRIPRUDOMXGJPHQWVWKDWZKDWWUXWKYDOXHWKH\KDYHLVVXSSRVHGWREHLQGHSHQGHQWRIWKHSHUVRQE\ZKRP DQGWKHFLUFXPVWDQFHVLQZKLFK WKH\DUHXWWHUHG <HWWKRXJKHDFKVSHDNHUPLJKWKDYHTXLWHGHÀQLWHDOEHLWXQFRQVFLRXVFULWHULDIRUDSSO\LQJWKHWHUP¶PRUDO· WKHUHLVQRWHQRXJKFRPPRQWRDOOVSHDNHUV·FULWHULDWRSURYLGH¶$ERUWLRQLVLPPRUDO·ZLWKDVSHDNHULQGHSHQGHQWWUXWKYDOXH  
+HFRQWLQXHV





















MXGJPHQWVKDYHWUXWKYDOXHV 2Q%XUJHVV·VYLHZ WKLVGLYHUVLW\LVDFWXDO IRUKLP WKHJDS
SLQHVVLQPRUDOMXGJPHQWVLVDUHVXOWRIWKHZLGHVSUHDGDFWXDOH[LVWHQFHRIGLVDJUHHPHQWLQ





7KHUHDUH KRZHYHU LPSRUWDQWGLIIHUHQFHVEHWZHHQWKHLUOLQHVRIWKRXJKWDQGPLQH )LUVW












%XUJHVV   6FKLIIHU  













,QWKLVVXEVHFWLRQ , RXWOLQHWZRLPSRUWDQWWKRXJKWVIURPWKHZRUNRI'DYLG/HZLV RQH
HDUOLHUDQGRQHODWHU , EHJLQZLWKWKHHDUOLHUWKRXJKW DQGFRQWUDVWLWZLWKWKH
ODWHURQH DVZHOODVZLWKWKHSUHPLVHVRIP\DUJXPHQWDJDLQVWWKHHUURUWKHRU\
/HZLVSUHVHQWVDQGGHIHQGVDQDQDO\VLVRIPRUDOYDOXHV WREHDYDOXHLVWREHWKDW











VKDUHGRSLQLRQVDERXW´YDOXHVµ $FFRUGLQJWRWKLVPHWKRGRORJ\ WKHQ WREHDYDOXHLVWREH
ZKDWHYHULVWKHPRVWQDWXUDOFDQGLGDWHWKDWZRXOGPDNHWKRVHVKDUHGRSLQLRQVWUXH 7KHUH
PD\ KRZHYHU EHSUREOHPVLQWKLVSURFHVVRISKLORVRSKLFDODQDO\VLV /HZLVZULWHV
2QHZD\WRFUHDWHLQGHWHUPLQDF\ LVWRGHÀQHQDPHVLPSOLFLWO\LQWHUPVRIDWKHRU\IRONRUVFLHQWLÀF DQGODWHUÀQGRXWWKDWWKHWKHRU\LVZURQJHQRXJKWKDWQRWKLQJSHUIHFWO\GHVHUYHVWKHQDPHVVRLQWURGXFHG EXWULJKWHQRXJKWKDWVRPHWKLQJV SHUKDSVVHYHUDOULYDOFDQGLGDWHV GHVHUYHWKHQDPHVLPSHUIHFWO\ 
,QWKLVSLFWXUH WKHGHJUHHWRZKLFKVRPHWKLQJ GHVHUYHVDQDPH LVSURSRUWLRQDOWRWKHH[WHQW
WRZKLFKLWDSSUR[LPDWHVVDWLVI\LQJWKHSDUWVRIWKHWKHRU\LQWHUPVRIZKLFKWKHQDPHLV
DQDO\]HG 7RGHVHUYHWKHQDPH SHUIHFWO\ LVH[DFWO\WRVDWLVI\WKHWKHRU\ WRGHVHUYHDQDPH
LPSHUIHFWO\ LVWRFRPHVXIÀFLHQWO\FORVHWRVDWLVI\LQJLWDQGLWLVVRPHWKLQJRIDYDJXH
PDWWHURIWHPSHUDPHQWZKDWFRXQWVDV VXIÀFLHQWO\FORVH $VDUHVXOWRIWKLVFDYHDW /HZLV
LQWURGXFHVDGLVWLQFWLRQEHWZHHQVSHDNLQJ VWULFWO\ DQGVSHDNLQJ ORRVHO\ DERXWYDOXHV +H
ZULWHV




&RPSDUH-DFNVRQ  &KDSWHUDQG6PLWK  &KDSWHU 7KLVWHFKQLTXHLVVRPHWKLQJRIDUHÁHFWLRQRI/HZLV  2EYLRXVO\ ZKDW, KDYHSUHVHQWHGKHUHLVWHFKQLFDOO\DQGSKLORVRSKLFDOO\PXFKOHVVVRSKLVWLFDWHGWKDQ/HZLV·VRIÀFLDOYLHZ %HWKDWDVLWPD\ LWFRQYH\VWKHHVVHQWLDOLQJUHGLHQWVRIWKHYLHZ












LQGHWHUPLQDF\LQPRUDOODQJXDJH PRUDOWHUPVPD\DFWXDOO\DSSO\WRVRPHWKLQJ , KRSHWR
OHDYHLWRSHQZKHWKHUDOVRRQVRPHRWKHUZD\VRIUHVROYLQJWKHLQGHWHUPLQDF\ PRUDOWHUPV
FDQQRWSRVVLEO\DSSO\
6HFRQG /HZLVGRHVQRWLQWHQGWRDUJXHDJDLQVWWKHHUURUWKHRU\ ,QGHHG LQDFHUWDLQ
OLJKW /HZLVPD\VHHPWREHDQHUURUWKHRULVW DVKHEHOLHYHVWKDW VWULFWO\VSHDNLQJ WKHUH
DUHQRYDOXHVDVZHRUGLQDULO\XQGHUVWDQGWKHP %XWLWLVDOVRQDWXUDOWRXQGHUVWDQG/HZLV·V
YLHZKHUHDVVRPHWKLQJRIDUHMHFWLRQRIWKHHUURUWKHRU\ $IWHUDOO LWVHHPVWKDWWKHHUURU























LVQRWYHU\GHYHORSHG 6HFRQG VRPHSKLORVRSKHUV%XUJHVV 6FKLIIHU DQGHDUOLHU/HZLV





,QWKLVVHFWLRQ , EHJLQE\H[WHQGLQJWKHOLQJXLVWLFDFFRXQWRILQGHWHUPLQDF\WKDW, LQ
WURGXFHGLQFKDSWHULQRUGHUWRDSSO\LWWRPRUHUDGLFDOVRUWVRIVHPDQWLFLQGHWHUPLQDF\
7KHGHÀQLWLRQVWKDW, LQWURGXFHLQVXEVHFWLRQZLOOEHLPSRUWDQWIRUWKHDUJXPHQWWKDW






















ORJLFDOFRQQHFWLYHVDQGXQUHVWULFWHGTXDQWLÀHUV, 7KHQ ZLWKYDJXHSUHGLFDWHV LWVHHPV
WKDWZHFRPHWRDOLPLWHGFRQVHQVXVRQD´FRUHµPHDQLQJ EXWOHDYHRSHQ´ERUGHUOLQHµ
2EYLRXVO\ WKHLGHDWKDWOLQJXLVWLFFRPPXQLWLHVFRPHWRDFRQVHQVXVRQPHDQLQJVLVDQH[WUHPHLGHDOL]DWLRQRIWKHZD\LQZKLFKRXUWHUPVJHWWKHLUPHDQLQJV FI 4XLQH·VSUHIDFHWR/HZLV  , WDNHSDUWRIWKLVPHWDSKRUWREHFDVKHGRXWLQWKHPDLQWH[WRI/HZLV 
7KHUHPD\EHRWKHUIDFWRUVWKDW´KHOSXVWRGHFLGHµRU´GHFLGHIRUXVµRQSUHFLVHPHDQLQJV HJ IDFWVLQYROYLQJZKLFKPHDQLQJVDUH´LQWULQVLFDOO\HOLJLEOHµ 6HH/HZLV DQG

FDVHV $ VOLJKWO\PRUHH[WUHPHVRUWRILQGHFLVLRQRFFXUVZKHQWKHUHLVVRPHWKLQJFORVH






¶KDWH·DUHVHPDQWLFDOO\XQGHFLGHGLQWKLVZD\ , EHOLHYHWKDWZHFRXOG ZLWKDFHUWDLQDPRXQW
RIHIIRUW FRQVWUXFWDUWLÀFLDOH[DPSOHVRIWHUPVWKDWDUHUDGLFDOO\VHPDQWLFDOO\XQGHFLGHG








QDPHUHIHUVWRD UDQJH RILQGLYLGXDOV HDFKSUHGLFDWHH[SUHVVHVD UDQJH RISURSHUWLHV DQG
HDFKVWDWHPHQWH[SUHVVHVD UDQJH RISURSRVLWLRQV, ,QWXLWLYHO\ WKHVHUDQJHVFRUUHVSRQG
WRWKHYDULRXVPHDQLQJVWKDWZHFRXOGKDYHPHDQW KDGRXUOLQJXLVWLFFRPPXQLW\FRPHWR
)HOGPDQ VHHPVWRVXJJHVWWKDW¶KDSS\·LQ(QJOLVKPD\EHDFDVHRIWKLVVRUW &RPSDUHWKH¶VPLGJHW·H[DPSOHLQ6RDPHV  FKDSWHU
$VLQFKDSWHU , VWLOOLJQRUHDQ\SUREOHPVRIKLJKHURUGHULQGHWHUPLQDF\ VXFKDVWKHSUREOHPRIKLJKHURUGHUYDJXHQHVV $V, VHHLW WKHVHSUREOHPVDUHRUWKRJRQDOWRWKHSUHVHQWGLVFXVVLRQ 6HH:LOOLDPVRQ 
,WPD\EHPRUHQDWXUDOWRVD\WKDWQDPHV SUHGLFDWHV DQGVWDWHPHQWVLQGHWHUPLQDWHO\H[SUHVVRUUHIHUWRSUHFLVHLQGLYLGXDOV SURSHUWLHVDQGPHDQLQJV , EHOLHYHWKDWWKLVZRXOGUHVXOWLQDPRUHRUOHVVHTXLYDOHQWPRGHORIWKHUHODWLRQEHWZHHQRXUODQJXDJHDQGWKHZRUOG DQGWKDWDQ\GLIIHUHQFHVZRXOGEHRUWKRJRQDOWRWKHSXUSRVHVRIWKLVGLVFXVVLRQ

PRUHRIDFRQVHQVXV (DFKPHPEHURIDUDQJHLVD UHDVRQDEOHUHVROXWLRQ RIWKHVHPDQWLF
LQGHFLVLRQRIWKHWHUP
$VDQXSVKRWRIWKLVVRUWRIPRGHO WKHUHLVQRVWUDLJKWIRUZDUGZD\RIDVVLJQLQJVHPDQWLF
SURSHUWLHV VXFKDVWUXWKDQGIDOVLW\ WRSLHFHVRIRXUODQJXDJH ,IWKHODQJXDJHZHUHSHUIHFWO\
GHFLGHG ZHFRXOGVLPSO\VD\WKDWRXUWHUPLQRORJ\GLUHFWO\LQKHULWVWKHVHPDQWLFSURSHUWLHV
RIZKDWLWH[SUHVVHV DVWDWHPHQWZRXOGEH WUXH LIWKHSURSRVLWLRQLWH[SUHVVHGZHUHWUXH
DSUHGLFDWHZRXOG DSSO\ WRVRPHWKLQJLIWKHSURSHUW\LWH[SUHVVHGZHUHLQVWDQWLDWHGE\WKDW





WLRQRILWLVWUXH VXSHUIDOVH LIHDFKRILWVUHDVRQDEOHUHVROXWLRQVLVIDOVH DQG LQGHWHUPLQDWH









SURSRVLWLRQV WKLVQRWLRQPXVWEHUHGHÀQHGDVIROORZV DVWDWHPHQW DQDO\WLFDOO\HQWDLOV D

















SURSHUW\LWH[SUHVVHVLVQRWLQVWDQWLDWHGE\DQ\SRVVLEOHLQGLYLGXDO 1RZ KRZHYHU LWLV
PRVWQDWXUDOWRVD\WKDWSUHGLFDWHVPD\RQO\EHHLWKHU´XQHTXLYRFDOO\µRU´HTXLYRFDOO\µ
LQFRQVLVWHQW $ SUHGLFDWHLV XQHTXLYRFDOO\LQFRQVLVWHQW LI DQGRQO\LI IRUHDFKRILWVDGPLV
VLEOHDQDO\VHV ZKDWJRHVLQWKHEODQNLVDSUHFLVHQDPHIRUDSURSHUW\WKDWLVLQVWDQWLDWHGE\
QRLQGLYLGXDODWDQ\SRVVLEOHZRUOG $ SUHGLFDWHLV HTXLYRFDOO\LQFRQVLVWHQW MXVWLQFDVHRQ
VRPHEXWQRWDOORILWVDGPLVVLEOHDQDO\VHV ZKDWJRHVLQWKHEODQNLVDQDPHIRUDSURSHUW\
WKDWLVXQLQVWDQWLDEOH 2WKHUZLVH WKHSUHGLFDWHLV XQHTXLYRFDOO\FRQVLVWHQW







































OHVV :HPXVWDVN DUHRXUPRUDOSUHGLFDWHVHTXLYRFDOO\LQFRQVLVWHQW" $V, VHHLW DEUDQG
RILQGHFLVLRQLVPPD\DQVZHU¶\HV·WRWKLVTXHVWLRQDQGUHPDLQLQFRPSDWLEOHZLWKWKHHUURU









,WLVLPSRUWDQWWRQRWH KRZHYHU WKDW6FKLIIHUKROGVDGLIIHUHQWYLHZDERXWWKHQDWXUHRILQGHWHUPLQDF\WKDQ, GRKHUH 6HH6FKLIIHU  FKDSWHU
%XWVHH/HZLV  Q
7KHUHDUHDFWXDOO\DFRXSOHRILPSRUWDQWO\GLIIHUHQWTXHVWLRQVKHUH :HPLJKWDVNZKDWLVWKH KRUL]RQWDOH[WHQWRILQGHFLVLRQ WKXVDVNLQJDERXWZKLFKPRUDOSUHGLFDWHVDUHXQGHFLGHG :HPLJKWDOVRDVN ZLWKUHVSHFWWRWKRVHSUHGLFDWHV ZKDWLVWKH YHUWLFDO H[WHQWRILQGHFLVLRQ 7KLVVHFRQGTXHVWLRQPD\LQYROYHVXFKLVVXHVDVZKHWKHULWLVLQGHWHUPLQDWHZKDWLVWKHFRUUHFWDQDO\VLVRIWKHSUHGLFDWH RUZKHWKHULWLVLQGHWHUPLQDWHZKHWKHUZHRXJKWWREXLOGLPSOLFLWUHODWLYL]DWLRQWRPRUDOVWDQGDUGVLQWRRXUVHPDQWLFWUHDWPHQWRIWKHSUHGLFDWH

WKDWKHLVZLOOLQJWRDOORZWKDWVRPHVPDOOPLQRULW\RIPRUDOVWDWHPHQWVKDYHGHWHUPLQDWH






5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVHYHU\PRUDOVWDWHPHQW DQGHDFKRQHLVHTXLYRFDOO\LQFRQVLVWHQW5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVDOOPRUDOVWDWHPHQWV EXWRQO\VRPHDUHHTXLYRFDOO\LQFRQVLVWHQW5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVDOOPRUDOVWDWHPHQWV DQGQRQHRIWKHPLVHTXLYRFDOO\LQFRQVLVWHQW
6OLJKWO\OHVVUDGLFDOYHUVLRQVRIWKHYLHZPD\ZHDNHQHLWKHURIWKHVHFODLPV UHVXOWLQJ IRU
H[DPSOH LQRQHRIWKHVHYLHZV
5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVVRPHPRUDOVWDWHPHQWV DQGDOORIWKRVHLQIHFWHGDUHLQGHWHUPLQDWH5DGLFDOVHPDQWLFLQGHFLVLRQLQIHFWVVRPHPRUDOVWDWHPHQWV DQGRQO\VRPHRIWKRVHLQIHFWHGDUHLQGHWHUPLQDWH ZKLOHVRPHDUHVXSHUWUXHRUVXSHUIDOVH
7KXVLWLVFRQVLVWHQWIRUDIRUPRIPRUDOLQGHFLVLRQLVPWRKROGWKDWVRPHRIRXUPRUDO































7KHUHDVRQZK\, DFFHSWWKHPDLQSUHPLVHFRPHVLQWZRSDUWV )LUVW OLNH.LUFKLQDQG










































, ZDQWWREHYHU\XSIURQWDERXWRQHPDMRUFDYHDW , EHOLHYHWKDWWKHVHFRQVLGHUDWLRQV
WDNHQLQGLYLGXDOO\ SURYLGHRQO\VFDQW\VXSSRUWIRUWKLVK\SRWKHVLV , IXUWKHUEHOLHYH KRZ
HYHU WKDWWKHDUJXPHQWV, DGYDQFHLQWKHVHVHFWLRQV WDNHQMRLQWO\ SURYLGHDWOHDVWVRPH
QRQQHJOLJLEOHUHDVRQWRDFFHSWWKHK\SRWKHVLV , DPLQFOLQHGWRWKLQNWKDW XQIRUWXQDWHO\
RQO\DVXEVWDQWLDODPRXQWRIHPSLULFDOOLQJXLVWLFVFRXOGHYHUJLYHXVYHU\SRZHUIXOUHDVRQV
WRDFFHSWPRUDOLQGHFLVLRQLVP
,QWKLVVHFWLRQ , RXWOLQHWKHÀUVWFRQVLGHUDWLRQLQIDYRURIP\PDLQSUHPLVH , GRQRW
H[SHFWLWWRFRPSHOPRVWRWKHUV EXW, WDNHLWWREHDUHDVRQIRUPHWRDFFHSWWKHSUHPLVH ,W
LVVRPHWKLQJRIDÀUVWSHUVRQFRQVLGHUDWLRQ DQGVR, ZRXOGH[SHFWLWRQO\WRFDUU\RYHUWR




&RPSDUH HJ %DODJXHU  

, DPDUHDVRQDEO\FRPSHWHQWVSHDNHURI(QJOLVK , JUHZXSVSHDNLQJWKHODQJXDJH $
FRQVHTXHQFHRIWKLVLVWKDW, KDYHVRPHDFFHVVWRZKDWRXUWHUPVPHDQ 2IFRXUVH P\
DELOLW\WRNQRZWKHPHDQLQJVRI(QJOLVKWHUPVPD\EHOLPLWHGLQDYDULHW\RIZD\V DQGLW
PD\QRWEHWRWDOO\FOHDUKRZ, KDYHLW %XWWKHVHDUHQRWUHDVRQVWRUHMHFWWKHFODLPWKDW LQ
JHQHUDO , KDYHDQXQGHUVWDQGLQJRIZKDWZRUGVRI(QJOLVKPHDQ
,QYLUWXHRIP\SRVVHVVLRQRIWKLVFDSDFLW\ , DPDEOHWRGRDFHUWDLQDPRXQWRIFRQFHS
WXDODQDO\VLV , FDQWKLQNDERXWSRVVLELOLWLHV ERWKRUGLQDU\DQGRXWODQGLVK DQGWKHQFRQVXOW
P\OLQJXLVWLFLQWXLWLRQDVWRZKHWKHUDFHUWDLQZRUGFDQFRUUHFWO\EHVDLGWRDSSO\LQWKRVH
SRVVLELOLWLHV , IXUWKHUEHOLHYHWKDWP\XQGHUVWDQGLQJRI(QJOLVKZRUGVDOORZVPHWRKROG





, FDQWKLQNDERXWSRVVLELOLWLHVZKHUH, NQRZ, DP VXSSRVHG WRKDYHLQFOLQDWLRQVWRPDNH
PRUDOFODLPV WKHOLWWOHER\VZKREXUQWKHFDW WKHROGHUVLEOLQJZKRJHWVKLVOLWWOHEURWKHU
WRVWHDO DQGVRRQ , NQRZWKDWVRPHSHRSOHZRXOGH[SHFWPHWRMXGJHWKDW¶ZURQJ·DSSOLHV
LQHLWKHURIWKHVHVLWXDWLRQV %XW, W\SLFDOO\GRQ·WKDYHDQ\LQFOLQDWLRQVWRPDNHWKHVHMXGJ




DPRUHGHWHUPLQDWHVHWRIPRUDOFRQFHSWV ,QGHHG , WKLQNLW·VSODXVLEOHWKDW, FDPHWRP\
&I -DFNVRQ  &K 






WKDQ\RX RUZDWFKWKHZD\RWKHUVXVHWKHZRUG ,QWKLVFDVH KRZHYHU WKHH[LVWHQFHRI
ZLGHVSUHDGGLVDJUHHPHQWDERXWKRZWRXVHPRUDOWHUPVSUHYHQWVPHIURPWDNLQJWKHXVDJH
RIRWKHUVWRRVHULRXVO\ PRVWRWKHUVSHDNHUVVHHPMXVWDVFRQIXVHGDERXWPRUDOWHUPLQRORJ\
DV, DP ,QP\RSLQLRQ DQ\HYLGHQFHDERXWWKHFULWHULDRIDSSOLFDWLRQIRUPRUDOWHUPVWKDW
, PLJKWJDLQIURPRWKHUVLVXQGHUPLQHGE\WKHKXJHDPRXQWRIDFWXDOPRUDOGLYHUVLW\
6R, FRQFOXGHWRP\VHOI WKHUHPXVWQRWEHDQ\FOHDU GLVWLQFW GHFLGHGFULWHULDRI
DSSOLFDWLRQWKHUHLQWKHÀUVWSODFH , GRQ·WKDYHDQ\FOHDUPRUDOFRQFHSWV $VIDUDV, FDQ






















,WVHHPVWREHDFRQFHSWXDOPDWWHUWKDWPRUDOFODLPVVXSHUYHQHXSRQQDWXUDORQHV $Q\RQHIDLOLQJWRUHDOL]HWKLV RUWRREH\WKHFRQVWUDLQW ZRXOGLQGHHGODFNVRPHWKLQJFRQVWLWXWLYHRIFRPSHWHQFHLQWKHPRUDOSUDFWLFH $QGWKHUHLVJRRGUHDVRQIRUWKLV LWZRXOGEHWUD\WKHZKROHSXUSRVHIRUZKLFKZHPRUDOL]HZKLFKLVWRFKRRVH FRPPHQG UDQN DSSURYH RUIRUELGWKLQJVRQWKHEDVLVRIWKHLUQDWXUDOSURSHUWLHV  
,WLVHDV\WRÀQGHFKRHVRIWKLVSDVVDJHIURP%ODFNEXUQ $V, VHHLW WKLVLVEHFDXVHLWLV










PRUDOSUHGLFDWHVH[SUHVVUDQJHVRISURSHUWLHV 7KXV WRDFFHSWWKLVGHÀQLWLRQ LQWKHSUHVHQW
FRQWH[W LVWRSUHVXSSRVHWKDWPRUDOLQGHFLVLRQLVPLVIDOVH











7KHUHDUHWKUHHIXUWKHULVVXHV ZKLFK, QRWHEXWGRQRWLQWHQGWRGLVFXVVLQGHSWK )LUVW
WKHUHLVWKHTXHVWLRQRIKRZZHDUHWRLQGLYLGXDWHWKHFODVVRIPRUDOWHUPVIURPWKHFODVVRI
GHVFULSWLYHWHUPV $VLQWKHUHVWRIWKLVZRUN , SUHVXSSRVHPHUHO\DQLQWXLWLYHXQGHUVWDQGLQJ
RIWKLVGLVWLQFWLRQ 6HFRQG VLQFH, KDYHIRUPXODWHGWKHVXSHUYHQLHQFHSULQFLSOHGLUHFWO\
LQWHUPVRISUHGLFDWHV LWLVLPSRUWDQWWREHFOHDUDERXWZKDWODQJXDJHWKHSUHGLFDWHVDUH























´,QHYHU\V\VWHPRIPRUDOLW\ WKHDXWKRUSURFHHGVIRUVRPHWLPHLQWKHRUGLQDU\ZD\RIUHDVRQLQJ DQGHVWDEOLVKHVWKHEHLQJRID*RG RUPDNHVREVHUYDWLRQVFRQFHUQLQJKXPDQDIIDLUV ZKHQRIDVXGGHQ, DPVXUSUL]·GWRÀQG WKDWLQVWHDGRIWKHXVXDOFRSXODWLRQVRISURSRVLWLRQV LV DQG LVQRW , PHHWZLWKQRSURSRVLWLRQWKDWLVQRWFRQQHFWHGZLWKDQ RXJKW RUDQ RXJKWQRW 7KLVFKDQJHLVLPSHUFHSWLEOH EXWLV KRZHYHU RIWKHODVWFRQVHTXHQFH )RUDVWKLV RXJKWRU RXJKWQRW H[SUHVVHVVRPHQHZUHODWLRQRUDIÀUPDWLRQ ¶WLVQHFHVVDU\WKDWLWVKRX·GEHREVHUY·GDQGH[SODLQ·G DQGDWWKHVDPHWLPHWKDWDUHDVRQVKRXOGEHJLYHQ IRUZKDWVHHPVDOWRJHWKHULQFRQFHLYDEOH KRZWKLVQHZUHODWLRQFDQEHDGHGXFWLRQIURPRWKHUV ZKLFKDUHHQWLUHO\GLIIHUHQWIURPLW +XPH  
, ÀQGWKLVLGHDLQLWLDOO\FRPSHOOLQJ SULRUWRDQ\V\VWHPDWLFLQYHVWLJDWLRQLQWRWKHPHDQLQJV
RIWKHWHFKQLFDOWHUPVLQYROYHG DQGZLWKRXWFRXFKLQJLWLQDVRSKLVWLFDWHGSKLORVRSKLFDO
2QWKHGLVWLQFWLRQVEHWZHHQVWURQJDQGZHDNVXSHUYHQLHQFH DQGORFDODQGJOREDOVXSHUYHQLHQFH VHH.LP 6LGHU  DQG%HQQHWW 
7HUPLQRORJ\ DVXEYHQLQJFRQGLWLRQLVDFRQGLWLRQWKDWPDNHVLWLQWRWKHEDVHRIWKHVXSHUYHQLHQFHSULQFLSOH LQWKLVFDVH DGHVFULSWLYHFRQGLWLRQ $ VXSHUYHQLQJFRQGLWLRQLVDFRQGLWLRQWKDWPDNHVLWLQWRWKDWZKLFKLVVDLGWRVXSHUYHQH LQWKLVFDVH DPRUDOWHUP





, GRQRWWKLQNWKLVLVLGLRV\QFUDWLF , WKLQNWKDWPRVWRUGLQDU\SHRSOH LI\RXSXWLWWR
WKHP ZLOO DIWHUDELWRIUHÁHFWLRQ EHLQFOLQHGWRDJUHHZLWKPHDERXWWKLV ,QDGGLWLRQ WKH
IDFWWKDWWKLVKDVEHHQDPDLQSRLQWRIFRQWHQWLRQLQPHWDHWKLFVDOVRVXJJHVWVWKDWPDQ\

















, DPIXUWKHULQFOLQHGWRWKLQNWKDWWKHOLWHUDWXUHRQWKHVXEMHFWWHQGVWRVKRZWKDW JLYHQVWDQGDUGVHPDQWLFDQGORJLFDODVVXPSWLRQV HLWKHU+XPH·V/DZLVQRWGHHSDQGLQWHUHVWLQJ RUHOVHLWLVIDOVH
7KLVLVPRUHRUOHVVWKHPDLQSRLQWRI%ODFNEXUQ
7HUPLQRORJ\ DSUHGLFDWH¶)· LVDQDO\WLFDOO\VXIÀFLHQWIRU¶*· MXVWLQFDVH¶LIVRPHWKLQJLV)WKHQLWLV*·H[SUHVVHVDQDQDO\WLFHQWDLOPHQW

)LQDOO\ LQP\RSLQLRQ WKHHUURUWKHRULVWPXVWVD\WKDWLWLVDFRQIXVLRQRQRXUSDUWWRÀQG
+XPH·V/DZFRPSHOOLQJ ,QGHHG WKLVVHHPVWREHWKHPRYHWKDW-R\FHIDYRUV $FFRUGLQJ
WRKLP HLWKHU+XPH·V/DZLVWULYLDOO\WUXH RUQHDUO\WULYLDOO\IDOVH EXWQHYHULVLWGHHS






KRZWRLQWHUSUHW0RRUH·VDUJXPHQWV $V, VHHLW DQ\VXFK0RRUHDQDUJXPHQWWXUQVRQWKH
H[LVWHQFHRIZKDW,·OOFDOO¶RSHQTXHVWLRQSKHQRPHQD·
&RQVLGHUDQ\PRUDOYDOXHSUHGLFDWH ,·OOXVH¶JRRG· WKRXJKDQDORJRXVSKHQRPHQDRF




















RQWKH6WDOQDNHULDQPRGHORIFRQYHUVDWLRQWKDW, LQWURGXFHGLQFKDSWHU , FRQWLQXHWRSUH
VXSSRVHWKDWPRGHOLQWKLVVHFWLRQ %XWLIWKHUHLVVXFKDSRVVLEOHZRUOGLQWKHGLVFRXUVH









VXIÀFLHQWIRU¶JRRG· :KHQDVSHDNHUDVNV ¶,VHYHU\WKLQJWKDWLVSOHDVDQWDOVRJRRG"· KHLV
LQYLWLQJKLVFRQYHUVDWLRQDOSDUWLFLSDQWVWRUHVROYHWKHPHDQLQJRI¶JRRG·LQVXFKDZD\WKDW
WKHUHDUHZRUOGVLQWKHGLVFRXUVHFRQWH[WZKHUHLQVRPHSOHDVDQWWKLQJVDUHQRWDOVRJRRG








HDV\WROHDUQWKHFRUUHFWDQDO\VLVRI¶JRRG· -R\FH IRUH[DPSOH ZULWHV ´$ SULRULWUXWKVPD\
EHOHVVWKDQREYLRXVWRXV DQGPD\EHUHYHDOHGRQO\DIWHUDORWRILQWHOOHFWXDOODERUµ +H
DSSURYLQJO\FLWHV0LFKDHO6PLWK ZKRZULWHV
$QDQDO\VLVRIDFRQFHSW& LQWHUPVRIDQRWKHUFRQFHSW&LVFRUUHFWMXVWLQFDVHNQRZOHGJHRI&JLYHVXVNQRZOHGJHRIDOODQGRQO\WKHSODWLWXGHVVXUURXQGLQJ&WKDWLV NQRZOHGJHRIDOODQGRQO\WKHLQIHUHQWLDODQGMXGJHPHQWDOGLVSRVLWLRQVRIVRPHRQHZKRKDVPDVWHU\RIWKHFRQFHSW& :K\DUHDQDO\VHVXQREYLRXVDQGLQIRUPDWLYH" %HFDXVHHYHQWKRXJKVRPHRQHZKRKDVPDVWHU\RIVRPHFRQFHSW& PXVWKDYHFHUWDLQLQIHUHQWLDODQGMXGJHPHQWDOGLVSRVLWLRQVLWPD\QRWEHWUDQVSDUHQWWRKHUZKDWWKHVHLQIHUHQWLDODQGMXGJHPHQWDOGLVSRVLWLRQVDUH DQGVR DIRUWLRUL LWQHHGQRWEHWUDQVSDUHQWWRKHUZKDWWKHEHVWVXPPDU\RUV\VWHPDWL]DWLRQRIWKHSODWLWXGHVWKDWGHVFULEHVWKHVHGLVSRVLWLRQVLV  






FRQFHSW 3HUKDSVWKLVLQGLYLGXDO²WKH LGHDOVSHDNHU ²KDVWDNHQLQWRFRQVLGHUDWLRQDOORIKLV
´LQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQVµKDYLQJWRGRZLWK¶JRRG· , EHOLHYHWKDW IRUDQ\
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UHVROYHG :HFDQLPDJLQHWKDW LQWKHFRXUVHRIWKHLULQWHOOHFWXDOODERU HDFKLQGLYLGXDO
KDVV\VWHPDWL]HGKLVLQIHUHQWLDODQGMXGJPHQWDOGLVSRVLWLRQVHTXDOO\ZHOO HDFKRIWKHPKDV
UHDFKHGDQLGHDOVWDWHRI´UHÁHFWLYHHTXLOLEULXPµ
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7KLV LWVHHPVWRPH LVDQDWXUDODQGUHDVRQDEOHUHDFWLRQWRP\DUJXPHQWV +RZHYHU HYHQ
LI\RXVDWLVI\WKHVHVXSSRVLWLRQV \RXDUHQRWMXVWLÀHGLQLJQRULQJP\REMHFWLRQWRWKHHUURU
WKHRU\ )RULWLVQRWREYLRXVWKDWPRUDOODQJXDJHLVVHPDQWLFDOO\GHFLGHG LWLVRU , FODLP
















, ZDQWWRFORVHWKHFKDSWHU DQGWKHGLVVHUWDWLRQ ZLWKDIHZPRUHWKRXJKWVDERXWKRZ

























UHÁHFWLYHHTXLOLEULXP WRV\VWHPDWL]H YLD YDULRXVWKHRUHWLFDOYLUWXHV RXURQHRIIPRUDOLQ
WXLWLRQVZLWKJHQHUDO SULPDIDFLH SODXVLEOHPRUDOSULQFLSOHV 2QPRUDOLQGHFLVLRQLVP WKLV
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